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DEPOSITORY 


SECURITIES ACT OF 1933 
Rel. No. 5384A/April 27, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10099A/April 27, 1973 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17931A/April 27, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7768A/April 27, 1973 


NOTICE OF PROPOSED AMENDMENTS TO REGULA- 
TION S-X AND RELATED INTERPRETATIONS AND 
GUIDELINES (S7-481) 


Erratum 


On April 12, 1973, the Commission proposed certain 
amendments to Regulation S-X in Securities Act Release 
No. 5384, Securities Exchange Act Release No. 10099, 
Public Utility Holding Company Act Release No. 17931, 
and Investment Company Act Release No. 7768. In most 
copies of the released proposal the third from the last 
paragraph reads as follows: 


“The Commission has issued these proposed rule 
changes and guidelines to clarify and provide guidance 
for compliance with the objectives of disclosure of re- 
stricted funds and the effective cost of borrowing. All 
interested persons are invited to submit their views and 
comments with respect to the foregoing proposals to 
amend Rules 5-02-1, 5-02-18, 5-02-25 and 5-02-30 and 
with respect to associated guidelines and interpreta- 
tions set forth therein on or before June 15, 1973. All 
such views and comments should be submitted to the 
Secretary, Securities and Exchange Commission, Wash- 
ington, D.C. 20549. Such communications should refer 
to File No. S7-481. All such communications will be 
available for public inspection.” 


This paragraph should be changed to read as follows 
(changes underlined): 


“The Commission has issued these proposed rule 
changes and guidelines to clarify and provide guidance 
for compliance with the objectives of disclosure of re- 
stricted funds and the effective cost of borrowing. All 
interested persons are invited to submit their views and 
comments with respect to the foregoing proposals to 
amend Rules 5-02-1, 5-02-25, 5-02-29, 5-02-30 and 
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5-02-32 and with respect to associated guidelines and 
interpretations set forth therein on or before June 15, 
1973. All such views and comments should be sub- 
mitted to the Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. Such communications 
should refer to File No. S7-481. All such communica- 
tions wili be available for public inspection.” 





For the Commission. 


Ronald F. Hunt 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 5387/April 24, 1973 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF COMTECH VENTURE FUND, INC. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with 
respect to a public offering of securities by Comtech Ven- 
ture Fund, Inc. (““Comtech’’) of Maryland. No under- 
writer was named for the proposed offering. 


Pursuant to a notification filed on September 5, 1972, 
Comtech proposed to offer 83,200 shares of its $1.00 par 
value common stock at $5.00 per share. The filing was 
subsequently amended to increase the offering to 100,000 
shares at $5.00 per share for an aggregate offering price of 
$500,000. According to the order, the Commission has 
reason to believe that: (a) the Notification and Offering 
Circular of Comtech contain untrue statements of mate- 
rial facts and omit to state material facts necessary in 
order to make the statements made, in light of the cir- 
cumstances under which they were made, not misleading, 
particularly with respect to, among other things, the fail- 
ure to amend the Notification and Offering Circular to 
disclose that an affiliate of the Issuer and the vice-presi- 
dent of the Issuer were the subjects of a permanent in- 
junction prohibiting them from further violations of the 
Maryland Securities Act; (b) the terms and conditions of 
Regulation A have not been complied with, particularly 
with respect to the unavailability of the Regulation A ex- 
emption under the provisions of Rule 252(d)(2) and Rule 
252(c)(4), in that First Federated Commodity Trust Cor- 
poration, an affiliate of Comtech, and John R. Singleton, 
an officer, director and promoter of Comtech, are subject 
to a decree of a court of competent jurisdiction of the 
State of Maryland permanently enjoining and restraining 
such persons from engaging in any fraudulent conduct or 
practice in violation of the Maryland Securities Act; and 
(c) the offering, if made, would be in violation of the 
registration provisions of Sections 5 and 17 of the Securi- 
ties Act of 1933. 





SECURITIES ACT OF 1933 
Rel. No. 5388/April 24, 1973 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF AMERICAN EDUCATIONAL SPE- 
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CIALISTS, INC.; TRONICS CORPORATION; U.S. EN. 
VIRONMENTAL SYSTEMS, INC.; ERIE-NIAGARA, 
LTD.; MED-PEDS, INC. 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemption 
from registration under the Securities Act of 1933 with 
respect to a public offering of securities by each Issuer, 
American Educational Specialists, Inc.; Tronics Corpora- 
tion; U.S. Environmental Systems, Inc.; Erie-Niagara, Ltd.; 
and Med-Peds, Inc., all located in Dallas, Texas. Glendale 
Securities Corporation of Ridgewood, New York, is named 
as underwriter for each filing. 


Pursuant to separate notifications filed on January 29, 
1973, each Issuer proposed to offer 50,000 shares of 
1-cent par value common stock at an offering price of 
$1.00 per share for an aggregate offering price to the pub- 
lic under each notification of $50,000. 


According to the order, the Commission has reason to be- 
lieve that: (a) the notification and offering circulars are 
incomplete, inaccurate, and contain untrue statements of 
material facts and omit to state material facts necessary to 
make the statements made in light of the circumstances 
under which they were made not misleading, particularly 
with respect to, among other things, the failure to disclose 
the identity and background of all promoters and affili- 
ates; the affiliation of each of the companies to one an- 
other in that they are all under the common control of 
undisclosed affiliates; (b) the terms and conditions of 
Regulation A have not been complied with in that the 
offering circulars failed to include statements of Cash 
Receipts and Disbursements; and (c) the offering, if made, 
would be in violation of Section 17 of the Securities Act 
of 1933. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10099A/April 27, 1973 


See Securities Act Release No. 5384A/April 27, 1973 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10120/April 24, 1973 


Admin. Proc. File No. 3-3460 
In the Matter of 


BLYTH EASTMAN DILLON & CO., INC. 
(Successor to: EASTMAN DILLON, 
UNION SECURITIES & CO.) 

One Chase Manhattan Plaza 

New York, New York 

(8-16426) 


THOMAS L. GRAFFEO 
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FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


Blyth Eastman Dillon & Co., Inc., a registered broker- 
dealer which in 1971 succeeded to the business of East- 
man Dillon, Union Securities & Co. (““EDUS”), and 
Thomas L. Graffeo, a registered representative employed 
by EDUS and its successor, have made offers of settle- 
ment in these proceedings instituted pursuant to Sections 
15(b), 15A and 19(a)(3) of the Securities Exchange Act 
and Section 203(e) of the Investment Advisers Act. 


Under the terms of the offers, respondents, without ad- 
mitting or denying the allegations of the order for pro- 
ceedings, consented to certain findings of violations of 
the securities laws as alleged in that order and to a cen- 
sure of both respondents and a suspension of Graffeo 
from association with any broker or dealer for 15 busi- 
ness days and that thereafter he be under appropriate 
supervision to assure that the violative activities do not 
recur. 


On its staff's recommendation, the Commission has found 
respondents’ offers acceptable. 


On the basis of the order for proceedings and the offers 
of settlement, it is found that Graffeo willfully violated 
or willfully aided and abetted violations of Section 17(a) 
of the Securities Act and Sections 10(b), 15(c)(1) and 
17(a) of the Exchange Act and Rules 10b-5, 15c1-4 and 
17a-3 thereunder in connection with conveying benefits 
to the former executive secretary of the State Finance 
Committee of the State of Washington who had primary 
responsibility for the purchase and sale of securities on 
behalf of various state funds and who directed allocations 
of securities transactions to EDUS, among various other 
brokerage firms, on behalf of such funds. In particular 
from about June 1968 to January 1969, Graffeo allocated 
to the official stock in new issues which were expected to 
and which did sell at a premium subsequent to the effec- 
tive date of the offerings and failed to make accurate rec- 
ords to disclose the official’s interest in such transactions 
and failed to disclose on confirmations and other records 
all material information with respect to commissions and 
cther remuneration received in connection with transac- 
tions for the funds. EDUS failed reasonably to supervise 
persons subject to its supervision with a view to prevent- 
ing the above violations. 2 


In connection with their offers, respondents state that the 
State official made a profit of $1,355 on the new issues 
sold to him by EDUS and that during the relevant period 
EDUS received about $500 in commissions on sales to 
State funds. They also state that EDUS itself has already 
censured and suspended Graffeo for 5 business days, 
which deprived him of about $2,200 in net commissions, 
and required Graffeo to contribute $2,00C to Washington 
charities. Registrant further represents that EDUS was not 
aware of the State official’s interest in the new issues 
transactions and that registrant has strengthened its in- 
ternal operating procedures to prevent a recurrence of 
such activities. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settle- 
ment. 





Accordingly, 1T 1S ORDERED that Blyth Eastman Dillon 
& Co., Inc. be, and it hereby is, censured, and, subject to 
the above condition, that Thomas L. Graffeo be, and he 
hereby is, censured and suspended from association with 
any broker or dealer for 15 business days commencing 
May 21, 1973. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1 Respondents’ consents were solely for the purpose of 
settlement of these proceedings and any other proceed- 
ings pursuant to Sections 15(b), 15A and 19(a)(3) of the 
Exchange Act, and Graffeo’s consent was also for the 
purpose of settlement of any other proceedings pursuant 
to Section 203(e) of the Investment Advisers Act. 


2These findings are not binding on any other respond- 
ent in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10121/April 24, 1973 


UNLISTED TRADING SOUGHT. The SEC has issued a 
notice giving interested persons until May 9 to request a 
hearing upon an application of the Boston Stock Exchange 
for unlisted trading privileges in the common stocks or 
specified securities of the named companies: 


Airborne Freight Corp. 

American Building Maintenance Industries 

American Medicorp, Inc. 

Belco Petroleum Corporation 

Broadway-Hale Stores, Inc. 

Dr. Pepper Company 

Great Western United Corp. 
(Common and $1.88 Cumulative Preferred Stock) 

Health-Tex, Inc. 

Houghton Mifflin Co. 

Hughes Tool Co. 

Interstate Brands Corp. 

Marion Laboratories, Inc. 

Pubco Petroleum Corp. 

Rite Aid Corp. 

A. H. Robins Co., Inc. 

Rohm & Haas Co. 

Simplicity Pattern Company, Inc. 

Southwestern Investment Co. 

Tidewater Marine Service, Inc. 

Valle’s Steak House 

Wesco Financial Corp. 

Wrather Corp. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10122/April 24, 1973 


The Securities and Exchange Commission today announced 
the termination of the suspension of trading in the securi- 
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ties of Lilac Time, Inc. (“Lilac’’) of Orlando, Florida, ef- 
fective at midnight, April 24, 1973. 


The suspension was initiated because of the unavailability 
of adequate and accurate information concerning the fi- 
nancial condition and business operations of Lilac and be- 
cause of unusual market activity in the common stock of 
Lilac. Certain questions were also raised as to recent de- 
velopments concerning the management and control of 
Lilac. Lilac was also delinquent in its required filings, 
specifically the 10-K Annual Report for the period ending 
March 31, 1972 and two 10-Q Quarterly Reports. 


Lilac disseminated a release to marketmakers and several 
news media on March 27, 1973, and to its stockholders 
on April 12, 1973, which disclosed, among other things, 
that Glenn W. Turner and his wife had acquired on 
December 30, 1972, approximately 60 percent of the out- 
standing common stock of Lilac. On January 22, 1973, 
the Turners loaned Lilac $50,000 in cash. The Company 
gave them the option to purchase 50,000 shares of Lilac 
stock instead of repaying the loan. The Turners exercised 
their option on February 9, 1973. 


Lilac called special stockholders’ and Board of Directors’ 
meetings on February 9, 1973. The new Directors elected 
were Glenn W. Turner, Alice Ann Turner, Glenn J. Beadle, 
Ken A. Kilgast and George Turner. The officers elected 
were Glenn W. Turner, President; Charles Owen, Vice 
President; and Nancy Gilliam, Secretary-Treasurer. 


Lilac’s state of incorporation was changed from New 
York to Florida. Lilac was formerly located in Rochester, 
New York, but now is located in Orlando, Florida. Lilac 
at the present time is engaged in business in six states in 
the purchase and distribution of cosmetics. As of Decem- 
ber 30, 1972, Lilac had a retained earnings deficit of 
$350,362. Lilac does not intend to pay dividends in the 
foreseeable future. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any question as to 
whether or not he has complied with said rule, he should 
not enter any quotation but should immediately contact 
the staff of the Securities and Exchange Commission, 
Division of Enforcement, in Washington, D.C. If any brok- 
er or dealer is uncertain as to what is required by Rule 
15c2-11, he should refrain from entering quotations relat- 
ing to the securities in question unti! such time as he has 
familiarized himself with said rule and is certain that all 
of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt en- 
forcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10123/April 26, 1973 





ADOPTION OF RULE 12a-6 EXEMPTING SECURITIES 
UNDERLYING CERTAIN OPTIONS FROM REGISTRA. 
TION UNDER SECTION 12 OF THE SECURITIES Ex- 
CHANGE ACT OF 1934 


Notice is hereby given that the Securities and Exchange 
Commission has adopted an exemptive rule under Section 
12(a) of the Securities Exchange Act of 1934 (‘the Act’’) 
for securities underlying certain options that are traded on 
a national securities exchange, effective April 24, 1973. 
Rule 12a-6 was released for public comment on January 
9, 1973 (Release No. 34-9931) and has been adopted with 
only minor modifications. 


Rule 12a-6 provides an exemption from the registration 
provisions of Section 12(a) of the Act for securities un- 
derlying options where the option is itself registered on 
the national securities exchange in question, the underly- 
ing security is registered and listed on another national 
securities exchange, 1! and the exchange upon which the 
option is listed limits its activity in the underlying securi- 
ties to effecting exercises of the options. The proposed 
rule arises out of the plans being made by the Chicago 
Board Options Exchange, Inc. 2 and the reported con- 
sideration also being given by certain other exchanges to 
providing an exchange market for options. 


The rule is thus intended to relieve any exchange which 
lists options of the need to register its underlying securi- 
ties or to apply for unlisted trading privileges pursuant to 
Section 12(f) of the Act for the underlying securities 
where it has provided for comparable disclosure with re- 
gard to the listed options and their underlying securities 
and does not seek to establish trading markets in the un- 
derlying securities. 


The definition of “option” for the purposes of this rule 
has been revised to make it clear that the rule does not 
apply to ordinary warrants, rights and convertible securi- 
ties. Also, since a listed security could be delisted while 
there are still options on such securities being traded on 
a national securities exchange, subsection (b)(3) of the 
Rule has been amended to permit exercise of such out- 
standing options through exchange facilities if the under- 
lying security was listed and registered at the time the 
option was issued. 


Statutory Basis 


The Securities and Exchange Commission, acting pursuant 
to the provisions of the Securities Exchange Act of 1934, 
and particularly Sections 3(a)(12) and 23(a) thereof, and 
deeming it necessary and appropriate in the public interest 
and for the protection of investors, hereby adopts Rule 
12a-6 as follows: 


TEXT OF RULE 


Rule 12a-6. Exemption of Securities Underlying Certain 
Options Section 12(a). 


(a) When used in this Rule, the following terms shall 
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have the meanings indicated unless the context otherwise 
requires: 


(1) The term “‘option” shall include any put, call, 
spread, straddle, or other option or privilege of buying 
a security from or selling a security to another without 
being bound to do so, but such term shall not include 
any such option where the writer is: the issuer of the 
security which may be purchased or sold upon exercise 


of the option, or is a person that directly, or indirectly, 
through one or more intermediaries, controls, or is con- 


trolled by, or is under common control with such 
issuer; 


(2) The term ‘‘underlying security’’ means a security 
which relates to or is the subject of an option. 


(b) Any underlying security shall be exempt from the 
operation of Section 12(a) of the Act if all of the follow- 
ing terms and conditions are met: 


(1) The related option is duly listed and registered on 
a national securities exchange; 


(2) The only transactions on such exchange with re- 
spect to such underlying securities consist of the de- 
livery of and payment for such underlying securities 
pursuant to the terms of such options relating to the 
exercise thereof; and 


(3) Such underlying security is duly listed and regis- 
tered on another national securities exchange at the 
time the option is issued. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1The Commission has under active consideration various 
questions from a regulatory viewpoint as to whether and 
to what extent options on unlisted securities should be 
traded on exchanges and/or in the over-the-counter 
markets. 


2/n the Matter of the Application of the Chicago Board 
Options Exchange, Inc. for Registration as a National 
Securities Exchange, Release No. 34-9985 (February 11, 
1973). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10124/April 26, 1973 


INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 373/April 26, 1973 


INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7787/April 26, 1973 


Admin. Proc. File No. 3-3817 


In the Matter of 


HOWARD B. HERMAN 
14 Weber Road 
West Orange, New Jersey 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Section 15(b) of the 
Securities Exchange Act of 1934 (’’Exchange Act’’), Sec- 
tion 203 of the Investment Advisers Act of 1940 (‘’Ad- 
visers Act’’), and Section 9(b) of the Investment Com- 
pany Act of 1940, an offer of settlement was submitted 
by Howard B. Herman, who was treasurer and chief finan- 
cial officer of the Jaffee: Fund, Inc. (‘“Fund’’) (now the 
Cambridge Fund, Inc.), a registered closed-end investment 
company, and of Jaffee Management Company, Inc. (now 
University Management Company, Inc.), which was the 
Fund’s investment adviser. Herman also was a general part- 
ner and registered principal of Jaffee & Co., then a regis 
tered broker-dealer. 


Under the terms of the offer, Herman, solely for the pur- 
pose of these proceedings and without admitting or deny- 
ing the charges in the order for proceedings, consented to 
findings of violations, aiding and abetting violations, and 
a failure of supervision as alleged in that order and to the 
imposition of specified sanctions. 


After due consideration of the offer of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offer. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Herman: 1 


1. Between March 1969 and May 1970, willfully aided 
and abetted sales of securities to the Fund by Jaffee & 
Co., an affiliate or an affiliate of an affiliate of the Fund, 
acting as principal, in violation of Section 17(a) of the In- 
vestment Company Act. 


2. During the same period, willfully aided and abetted the 
Fund’s purchases, during the existence of an underwriting 
or selling syndicate, of securities from Jaffee & Co., a 
principal underwriter whose affiliated persons were officers 
or directors of the Fund, in violation of Section 10(f) of 
the Investment Company Act. 


3. Between January 1969 and November 1970, willfully 
violated and willfully aided and abetted violations of Sec- 
tion 17(a) of the Securities Act of 1933 and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in 
connection with the purchase, offer and sale of the port- 
folio securities and shares of the Fund, and willfully aided 
and abetted violations of Sections 206(1) and (2) of the 
Advisers Act, in that he failed to disclose to the Fund and 
its shareholders that Jaffee & Co., acting as principal, en- 
gaged in the sale of securities to the Fund and sold to the 
Fund securities of issuers while acting as principal under- 
writer of a selling or underwriting syndicate for such 
issuers. Herman also failed to disclose the benefits derived 
and to be derived by him and Jaffee & Co. from those 
sales, and the fact that they had interests materially ad- 
verse to those of the Fund and its shareholders in respect 
of management of the Fund's portfolio and execution of 
its portfolio transactions. 
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4. Between January 1969 and November 1970, willfully 
aided and abetted violations of Section 31(a) of the In- 
vestment Company Act and subparagraphs (b)(2)(B), 
(b)(9), and (b)(10) of Rule 31a-1 thereunder in failing to 
maintain and keep the Fund’s dividend records and rec- 
ords reflecting the basis for allocations of portfolio brok- 
erage and order tickets. 


5. Between January 1969 and November 1970, failed rea- 
sonably to supervise persons under his supervision with a 
view to preventing the above violations. 


The offer of settlement provides that Herman may be 
barred from association with any broker, dealer or invest- 
ment adviser and prohibited from serving or acting in the 


capacities specified in Section 9(b) of the Investment Com- 


pany Act in respect of a registered investment company, 
provided that, after two years from the date of the order 
herein, he may apply to the Commission for an order per- 
mitting him to associate with a broker-dealer or invest- 
ment adviser and serve and act in the capacities specified 
in Section 9(b) upon a showing that he will be properly 
supervised and that the grant of such relief would be in 
the public interest. 


Under all the circumstances, it is in the public interest to 
impose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED that, subject to the condi- 
tion set forth above, Howard B. Herman be, and he here- 
by is, barred from being associated with any broker, deal- 
er or investment adviser, and prohibited from serving or 
acting in the capacities specified in Section 9(b) of the 
Investment Company Act of 1940 in respect of a regis- 
tered investment company. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 


Secretary 


1The findings herein are not binding upon any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10125/April 25, 1973 


ADOPTION OF FORM SECO-4-73 TO SET ANNUAL 
FEES FOR FISCAL YEAR 1973 


On April 6, 1973, the Commission announced in Securi- 
ties Exchange Act (the ‘‘Act’’) Release No. 10085 a pro- 
posal to adopt Form SECO-4-73 pursuant to Rule 15b9-2 
under the Act, which sets forth the fee schedule by which 
registered broker-dealers who are not members of the 
National Association of Securities Dealers, Inc. will be 
assessed for the current fiscal year. Interested persons 
were invited to submit comments by April 20, 1973. The 
Commission has considered these comments and has 
adopted the Form as proposed. 
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Sections 15(b)(8) and 15(b)(9) under the Act authorize 
the Commission to collect such reasonable fees and charges 
as may be necessary to defray the costs of the additional 
regulatory duties required for non-member broker-dealers. 
Pursuant to these sections, the Commission adopted Rules 
15b9-1, to establish initial fees, 1 and 15b9-2 to provide 
for annual assessments. Rule 15b9-2 provides for the fee 
structure to be set forth on Form SECO-4. 


Annual Assessments for fiscal year 1973 


This year’s assessments as set forth on Form SECO-4-73 
includes a base fee of $175 and a fee of $10 for each 
associated person. Form SECO-4-73 will become effective 
June 1, 1973 and fees are due on or before that date. 


A copy of Form SECO-4-73 will be forwarded to most 
non-member (SECO) broker-dealers and copies of the 
Forms, as adopted, have been filed with the Office of the 
Federal Register. The completed Forms and appropriate 
remittances should be mailed to the Office of the Comp- 
troller, Securities and Exchange Commission, Washington, 
D.C. 20549 on or before June 1, 1973. Additional copies 
of the form as well as copies of Rules 15b9-1 and 15b9-2 
may be obtained by contacting the Division of Market 
Regulation, Securities and Exchange Commission, Wash- 
ington, D.C. 20549. 


By the Commission. 


Ronald F. Hunt 
Secretary 


1The initial fees now in effect will remain unchanged 
and are as follows: a $150 fee required by Form SECO-5 
for each new SECO broker-dealer; and a $35 fee for each 
new associated person. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10126/Aprii 26, 1973 


The Securities and Exchange Commission has ordered the 
institution of public administrative proceedings against 
Cooperative Church Finance, Inc., of Houston, Texas, a 
broker-dealer registered with the Commission since Febru- 
ary 25, 1970, and Joe H. West, president and sole share- 
holder of the registrant. The proceedings are based on 
allegations by the staff that the respondents violated and 
aided and abetted violations of the anti-fraud provisions 
of the federal securities laws, namely, Section 17(a) of 
the Securities Act of 1933 and Section 10(b) of the Secu- 
rities Exchange Act of 1934 and Rule 10b-5 thereunder 
in connection with the public offering of church bonds 
through use of the mails and facilities of interstate com- 
merce. The order also alleged that on October 25, 1972 
an amended order of preliminary injunction was entered 
against the respondents enjoining them from further viola- 
tions of Section 17(a) of the Securities Act of 1933. 


A hearing will be scheduled by further order to take evi- 
dence on the staff charges and afford the respondents an 
opportunity to offer any defenses thereto, for the purpose 
of determining whether the allegations are true and, if so, 
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whether any action of a remedial nature is necessary or 
appropriate in the public interest. 


For further details in a related matter, see Litigation Re- 
lease Nos. 5486 and 5546. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10127/April 26, 1973 


See Investment Company Act Release No. 7791/April 26, 
1973. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10128/April 26, 1973 


The Securities and Exchange Commission ordered, pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 the temporary suspension of over-the-counter 
trading in the securities of Administrative Systems, Inc., 
Mineola, New York; Custer Channel Wing Corporation, 
Enid, Oklahoma; Cosmos Industries, Inc., Brooklyn, New 
York; Transvac, Inc., Plainview, New York; Georgia Fact- 
ors, Inc., Atlanta, Georgia; Taco King, Inc., St. Louis, 
Missouri; Jefferson National Equities Corp., Birmingham, 
Alabama; Belair Financial Corp., Beverly Hills, California; 
and Standard Motels, Inc., Los Angeles, California, for one 
ten-day period commencing at 10:00 a.m. (EST) on April 
26, 1973 and terminating on May 5, 1973. 


The Commission ordered the suspension of trading be- 
cause of the lack of adequate and accurate public infor- 
mation concerning these companies which have failed to 
timely and properly file certain annual and quarterly re- 
ports with the Commission on Forms 10-K and 10-Q as 
required by the provisions of the Securities Exchange Act 
of 1934. The Commission cautions broker-dealers, share- 
holders, and prospective purchasers that, in any trading of 
the securities of these companies after the trading ban ex- 
pires, they should consider carefully the foregoing infor- 
mation along with all other currently available information 
and any information subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rules, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10129/April 27, 1973 





AMENDMENT TO RULE 3a11-1 UNDER THE 
SECURITIES EXCHANGE ACT OF 1934 


Notice is hereby given that the Securities Exchange Com- 
mission has amended Rule 3a11-1 under the Securities 
Exchange (the ‘‘Act’’) as originally proposed in Release 
No. 34-9929 (January 29, 1973), effective June 15, 1973. 
The amendment clarifies the term ‘equity security” under 
the Act to specifically include calls and puts (‘‘options’’). 


The Board of Governors of the Federal Reserve System 
has requested that, for the purpose of clarity and in view 
of the pending proposals for the exchange trading of such 
options, the Commission redefine equity security to spec- 
ify that such options are equity securities within the 
meaning of Section 3(a)(11) of the Act. The principal ef- 
fect of this amendment is to make it clear that the Fed- 
eral Reserve Board has authority under Section 7(d) of 
the Act to regulate the extension or maintenance of credit 
by banks with respect to such options. 


The Securities and Exchange Commission, acting pursuant 
to the provisions of the Securities Exchange Act of 1934, 
and particularly Sections 3(a)(11) and 23(a) thereof, 
amends Rule 3a11-1 to read as follows (new language 
underscored): 


TEXT OF RULE 
Rule 3a11-1. Definition of the Term Equity Security. 


The term “equity security” is hereby defined to include 
any stock or similar security, certificate of interest or par- 
ticipation in any profit sharing agreement, preorganization 
certificate or subscription, transferable share, voting trust 
certificate or certificate of deposit for an equity security, 
limited partnership interest, interest in a joint venture, or 
certificate of interest in a business trust; or any security 
convertible, with or without consideration into such a 
security, or carrying any warrant or right to subscribe to 
or purchase such a security; or any such warrant or right; 
or any put, call, straddle, or other option or privilege of 
buying such a security from or selling such a security to 
another without being bound to do so. 











By the Commission. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10130/April 26, 1973 


The Securities and Exchange Commission has suspended 
the over-the-counter trading in the common stock of 
Trionics Engineering Corp. (‘’Trionics”) for a ten-day 
period from April 27, 1973 through May 6, 1973. The 
initial trading suspension was announced on April 17, 
1973 in Securities Exchange Act of 1934 Release Number 
10,113. Trionics is a Maryland Corporation with offices 
in Staten Island, New York. 
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The suspension was ordered because of questions raised 


concerning recent market activity in the company’s stock. 


Trionics was acquired by Computer Counsel, Inc. (‘‘Com- 
puter’) in December, 1968. The shares of Trionics held 
by Computer were distributed in March of 1969 to the 
shareholders of Computer on the basis of one share of 
Trionics for every five shares of Computer. The Regula- 
tion A Notification and Offering Circular were filed by 
Computer with the Commission. The exemption under 
Regulation A was temporarily suspended on August 22, 
1969 then later permanently suspended on August 19, 
1971 as announced in Securities Act of 1933 Release 
Number 5181. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17931A/April 27, 1973 


See Securities Act Release No. 5384A/April 27, 1973 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17937/April 23, 1973 


Admin. Proc. File No. 3-4278 
In the Matter of 


GEORGIA POWER COMPANY 
270 Peachtree Street, N.W. 
Atlanta, Georgia 30303 
(70-5331) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Georgia Power Com- 
pany (‘Georgia’), an electric utility subsidiary company 
of The Southern Company (“Southern”), a registered 
holding company, has filed an application with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“Act’’), designating Section 6(b) of the Act 
and Rule 50 promulgated thereunder as applicable to the 
following proposed transaction. All interested persons are 
referred to the application, which is summarized below, 
for a complete statement of the proposed transaction. 


Georgia proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
up to $115,000,000 principal amount of its First Mort- 
gage Bonds, __% Series due . The proposed 
series of bonds will bear a single maturity date within the 
range of 5 to 30 years, such maturity date to be deter- 
mined prior to the filing of the registration statement re- 
lating to the bonds. The interest rate (which will be a 
multipie of 1/8%) and the price, exclusive of accrued in- 
terest, to be paid to Georgia (which will be not less than 
99% nor more than 102-3/4% of the principal amount 


8/SEC DOCKET 





thereof) will be determined by the competitive bidding. 
The bonds will be issued under an Indenture, dated as of 
March 1, 1941, between Georgia and Chemical Bank, as 
Trustee, as heretofore supplemented and as to be further 
supplemented by a Supplemental Indenture to be dated 
as of June 1, 1973, which includes a prohibition until 
June 1, 1978, against.refunding the bonds with or in 
anticipation of the proceeds from borrowings at a lower 
effective interest cost. 


Georgia will apply the proceeds from the sale of the 
bonds, together with cash contributions to capital of 
$124,000,000 by Southern during 1973 (File No. 70- 
5261), proceeds from the anticipated sale of additional 
first mortgage bonds a:id preferred stock referred to be- 
low, and any excess cash on hand (1) to finance in part 
its 1973 construction program (estimated at $513,760,000), 
(2) to pay notes payable in the form of bank notes and 
commercial paper notes incurred for construction pur- 
poses and (3) for other lawful purposes. 


Georgia states that later in 1973, it expects to issue 
$150,000,000 principal amount of first mortgage bonds 
and 250,000 shares ($25,000,000) of preferred stock and 
that, to the extent necessary, these financings will be the 
subject of future filings with this Commission. Beyond 
that, Georgia estimates that it will not be necessary to 
sell any additional securities in 1973 for construction pur- 
poses except for short-term notes estimated to be out- 
standing in the amount of $55,000,000 on December 31, 
1973. 


It is stated that the Georgia Public Service Commission 
has authorized the proposed issuance and sale of the 
bonds by Georgia. It is further stated that no other State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tion. A statement of the fees and expenses to be incurred 
in connection with the transaction will be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 18, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said application which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C, 20549. A copy of 
such request should be served personally or by mail (air 
mai! if the person being served is located more than 500 
miles from the point of mailing) upon the applicant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
application, as filed or as it may be amended, may be 
granted as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
notice of further developments in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 
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For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17938/April 23, 1973 


Admin. Proc. File No. 3-4214 
In the Matter of 


GULF POWER COMPANY 
Pensacola, Florida 
(70-5320) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Gulf Power Company (‘‘Gulf’’), an electric utiliry sub- 
sidiary company of The Southern Company, a registered 
holding company, has filed an application and an amend- 
ment thereto with this Commission pursuant to Section 
6(b) of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rule 50 promulgated thereunder regarding 
the following proposed transaction. 


Gulf proposes to issue and sell, subject to the competitive 
bidding requirements of Rule 50 under the Act, 
$25,000,000 principal amount of First Mortgage Bonds, 
___% Series due . The proposed series of bonds will 
bear a single maturity date within the range of 5 to 30 
years, such maturity date to be determined prior to the 
filing of the registration statement relating to the bonds. 
The interest rate (which will be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, to be paid to 
Gulf, (which will be not less than 99% nor more than 
102-3/4% of the principal amount thereof) will be deter- 
mined by the competitive bidding. The bonds will be 
issued under the provisions of the Indenture dated as of 
September 1, 1941, between Gulf and The Chase Man- 
hattan Bank (National Association) and The Citizens & 
Peoples National Bank of Pensacola, as Trustees, as here- 
tofore supplemented and as to be further supplemented 
by a Supplemental Indenture to be dated as of May 1, 
1973. It is provided that the bonds will not be refunded 
prior to May 1, 1978, directly or indirectly, with funds 
borrowed at a lower effective interest cost. 


The net proceeds received from the issue and sale of the 
bonds, together with $6,000,000 in equity from The 
Southern Company and any excess cash on hand, will be 
used by Gulf (1) to finance in part, its 1973 construction 
program estimated at $40,750,000 (2) to pay outstanding 
short-term notes incurred for construction purposes (of 
which it is estimated $22,300,000, will be outstanding at 
the time of the sale of the new bonds), and (3) for other 
lawful purposes. Gulf estimates that it will not be neces- 
sary to sell any additional securities in 1973 for construc- 
tion purposes except for short-term notes estimated to be 
Outstanding in the amount of $9,500,000 on December 
31, 1973. 





Fees and expenses to be incurred in connection with the 
proposed issue and sale of bonds are estimated at $89,330 
including counsel fees of $15,000, accountants’ fees of 
$9,400, and charges of $6,000 for services performed at 
cost by the system service company, Southern Services, 
Inc. The fee of counsel for the underwriters is estimated 
at $10,500 and is to be paid by the successful bidders. 


The Florida Public Service Commission has authorized the 
proposed issue and sale of the bonds. No other State 
commission and no Federal commission, other than this 
Commission, has jurisdiction over the proposed transac- 
tion. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17911), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17939/April 23, 1973 


Admin. Proc. File No. 3-4281 
In the Matter of 


SOUTHERN SERVICES, INC. 
P.O. Box 18877 

Atlanta, Georgia 30326 
(37-59) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING ISSUE AND SALE OF LONG-TERM NOTES TO 
PARENT HOLDING COMPANY BY SUBSIDIARY 
SERVICE COMPANY 


NOTICE IS HEREBY GIVEN that Southern Services, Inc. 
(“Services”), a wholly-owned subsidiary service company 
of The Southern Company (‘‘Southern’’), a registered 
holding company, has filed with this Commission a post- 
effective amendment to the application-declaration in this 
proceeding pursuant to the Public Utility Holding Com- 
pany Act of 1935 (‘‘Act’’), designating Sections 6, 7 and 
13 of the Act and Rules 40(b), 42(b)(2), 43(b)(3) and 
50(a)(3) promulgated under the Act as being applicable 
to the proposed transactions. All interested persons are 
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referred to the appiication-declaration, as amended by the 
post-effective amendment, which is summarized below, for 
a complete statement of the proposed transactions. 


By Orders dated September 10, 1971 and July 1, 1968 
(Holding Company Act Release Nos. 17261 and 16104) 
the Commission, among other things, authorized Services 
to issue and sell its long-term unsecured notes and capital 
stock to Southern for cash, during a five-year period ex- 
tending until June 30, 1973, of up to $11,000,000 aggre- 
gate principal amount to be outstanding at any one time, 
such notes bearing interest at the prime rate in effect in 
Atlanta, Georgia. 


Services’ presently outstanding capital stock amounts to 
$725,000, all held by Southern and its unsecured notes 
in an aggregate principal amount of $8,150,000 were 
issued and outstanding on March 31, 1973. 


Services performs professional and technical services at 
cost for associate companies in the Southern holding com- 
pany system. Expansion of said services in recent years 
has resulted in a substantial increase in the amount of 
necessary working capital, and further expansion is antic- 
ipated in general services, engineering, power pool opera- 
tions, and data processing. 


In the current filing, Services states that its working capi- 
tal requirements will increase to approximately 
$15,000,000 in 1973, to $19,000,000 by June 30, 1975, 
and to approximately $24,000,000 by June 30, 1978. Un- 
derlying these working capital estimates is Services’ ex- 
pectation that by the end of 1977, its personnel required 
to provide the aforementioned expanded services will in- 
crease over the totals at December 31, 1972 as follows: 
general services, from 190 to 279; engineering, from 680 
to 1426; power pool, from 68 to 85; and data processing, 
from 332 to 404. 


To obtain additional working capital, Services now pro- 
poses, from time to time until June 30, 1975, to issue, 
reissue and sell to Southern its unsecured notes so that the 
total of all of its unsecured notes held by Southern (in- 
cluding those heretofore authorized) shall at no time ex- 
ceed $19,000,000 at any one time outstanding. Services 
indicates that it anticipates, during a five-year period suc- 
ceeding the date of the order of the Commission herein, 
that it will seek authority by further post-effective amend- 
ment, to increase the amount of such unsecured notes to 
$24,000,000 aggregate principal amount outstanding at 
any one time. 


The additional unsecured notes to be issued to Southern 
will bear the same terms as those relating to the notes 
heretofore authorized — i.e., they will mature December 
31, 1999, will be prepayable at any time without penalty, 
and will bear interest at the prime rate prevailing on the 
date of issue at a bank in Atlanta, Georgia to be desig- 
nated by Services for that purpose. Southern will acquire 
said notes at the principal amount thereof. 


Within the above limitation, the notes issued and sold to 
Southern will be in an amount which, when added to Ser- 
vices’ Outstanding capital stock, will not exceed Services’ 
approximate working capital requirements from time to 
time, consisting of two months’ operating expenses plus 
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prepayments and petty cash working funds, plus the de- 
preciated cost of fixed assets, less unpaid indebtedness for 
funds borrowed from non-Southern system sources. Such 
third-party indebtedness, incurred for the purpose of fi- 
nancing capital assets, was heretofore authorized by the 
Commission in the amount of $21,000,000, of which 
$14,157,144 was outstanding at March 31, 1973 (Holding 
Company Act Release No. 17789, issued November 27, 
1972). 


The fees and expenses to be incurred in connection with 
the proposed transactions are estimated not to exceed 
$2,500, including counsel fees and expenses of $2,000. It 
is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 14, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said post-effective amendment to 
the application-declaration which he desires to controvert; 
or he may request that he be notified if the Commission 
should order a hearing thereon. Any such request should 
be addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the applicants-declarant at the 
above-stated address, and proof of service (by affidavit or, 
in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be furth- 
er amended, may be granted and permitted to become ef- 
fective as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17940/April 23, 1973 


Admin. Proc. File No. 3-4279 

In the Matter of 

LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 

New Orleans, Louisiana 70174 

(70-5330) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTAGE BONDS AT COMPETITIVE BIDDING 





, Ligl 
iary 
hol 


mis 
Act 
the 
to 1 
son 
bel 
acti 


Lot 
pet 
$4é 


t bor 


pric 
ana 
102 
mir 
issu 
dat 
j (Nz 
Tru 
tur 
Sur 
cor 
ing 
low 


Lor 
iSSL 
cor 
the 
ma 
for 


It i 
mi 
the 
inc 
at 

an 
un 
est 

























NOTICE IS HEREBY GIVEN that Louisiana Power & 
Light Company (‘Louisiana’), an electric utility subsid- 
iary company of Middle South Utilities, Inc., a registered 
holding company, has filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (“‘Act’’), designating Sections 6(a) and 7 of 
the Act and Rule 50 promulgated thereunder as applicable 
to the following proposed transactions. All interested per- 
sons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


Louisiana proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$45,000,000 principal amount of First Mortgage Bonds, 
___% Series due June 1, 2003. The interest rate of the 
bonds (which shall be a multiple of 1/8 of 1%) and the 
price, exclusive of accrued interest, to be paid to Louisi- 
ana (which shall be not less than 100% nor more than 
102-3/4% of the principal amount thereof) will be deter- 
mined by the competitive bidding. The bonds will be 
issued under Louisiana’s Mortgage and Deed of Trust 
dated as of April 1, 1944, to The Chase Manhattan Bank 
(National Association) and Charles F. Ruge, successor 
Trustees, as heretofore supplemented by various inden- 
tures and as to be further supplemented by an Eighteenth 
Supplemental Indenture to be dated June 1, 1973, which 
contains a prohibition until June 1, 1978, against refund- 
ing the issue with the proceeds of funds borrowed at a 
lower effective interest cost. 


Louisiana will apply the net proceeds derived from the 
issue and sale of the bonds (1) to finance in part its 1973 
construction program (estimated at $174,600,000), (2) to 
the payment of outstanding short-term borrowings (esti- 
mated at February 28, 1973 to be $7,941,500) and (3) 
for other lawful purposes. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. The fees and expenses to be 
incurred in connection with the transactions are estimated 
at $125,000, including $17,000 for charges of the Trustees 
and $36,000 for counsel fees. Fees of counsel for the 
underwriters, to be paid by the successful bidders, are 
estimated at $12,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 18, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 

the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 

Act, or the Commission may grant exemption from such 












































rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a hearing 
is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17941/April 24, 1973 


Admin. Proc. File No. 3-4183 
In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
Wilmington, Delaware 
(70-5309) 


ORDER AUTHORIZING AMENDMENT OF CERTIFI- 
CATE OF INCORPORATION TO SPLIT AUTHORIZED 
COMMON STOCK TWO-FOR-ONE 


Central and South West Corporation (‘‘Central’’), a regis- 
tered holding company, has filed a declaration and an 
amendment thereto with this Commission pursuant to 
Sections 6 and 7 of the Public Utility Holding Company 
Act and Rules 20 and 100(a) promulgated thereunder re- 
garding the following proposed transaction. 


Centrai proposes, by amendment to its Certificate of In- 
corporation, to effect a two-for-one split of its authorized 
common stock of 24,000,000 shares, par value $7.00 per 
share. The proposed split would result in 48,000,000 
shares of authorized common stock with par value of 
$3.50 per share. Central’s board of directors has proposed 
the split in the interests of encouraging wider ownership 
of Central's shares of common stock and making them 
more attractive to a larger segment of investors. Presently, 
there are approximately 31,000 Central common stock- 
holders of record. 


Central presented the proposed amendment effecting the 
two-for-one split to its shareholders at its annual share- 
holder’s meeting on April 19, 1973, and more than a 
majority of the outstanding shares were voted affirma- 
tively for the adoption of the amendment. 


Once the amendment is adopted and made effective, Cen- 
tral proposes to issue to each stockholder of record stock 
certificates for a number of shares of its common stock, 

par value $3.50 per share, equal to the nurnber of shares 

registered in his name. Stockholders will not be required 

to surrender outstanding stock certificates. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 
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Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17893), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. tiunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17942/April 26, 1973 


Admin. Proc. File No. 3-4278 
In the Matter ot 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 

New York, New York 10020 

(70-5335) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
$50,000,000 PRINCIPAL AMOUNT OF DEBENTURES 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (‘Consolidated’), a registered holding com- 
pany, has filed a declaration with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
(“Act’’), designating Sections 6(a) and 7 of the Act and 
Rule 50 promulgated thereunder as applicable to the pro- 
posed transaction. All interested persons are referred to 
the declaration, which is summarized below, for a com- 
plete statement of the proposed transaction. 


Consolidated proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50, $50,000,000 
principal amount of ___% Debentures due June 1, 1998. 
The interest rate (which will be a multiple of 1/8 of 1%) 
and the price, exclusive of accrued interest, (which will 

be not less than 99% or more than 102% of the principal 
amount thereof) will be determined by the competitive 
bidding. The debentures will be issued as a new series 
under a Third Supplemental Indenture dated as of June 1, 
1973, to the Indenture between Consolidated and Manu- 
facturers Hanover Trust Company, New York, New York, 
as Trustee. The Indenture includes a prohibition until 
June 1, 1978, against refunding the issue with or in antic- 
ipation of funds borrowed at a lower effective interest 
cost. The Series 1998 bonds will be subject to a sinking 
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fund, commencing June 1, 1978, designed to retire 80% 
of the aggregate principal amount thereof by maturity. 
The proceeds of the sale of the debentures will be used to 
finance, in part, the 1973 capital expenditures of Con- 
solidated’s subsidiary companies, presently estimated at 
$167,000,000, including $107,500,000 required to devel- 
op sources of additional gas supply. 


It is stated that the fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$125,000 including $27,000 service charges at cost, of 
Consolidated Natural Gas Service Company, Inc., a wholly- 
owned service company, and accountants’ fees and ex- 
penses of $5,000. The fees and expenses of counsel for 
the underwriters are to be paid by the successful bidders; 
the amount will be supplied by amendment. 


It is further stated that no State commission and no Fed- 
eral commission, other than this Commission, has jurisdic- 
tion over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 24, 1973, request in writing that 
a hearing be held on such matter, stating the nature of his 
interest, the reasons for such request, and the issues of 
fact or law raised by the declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 
the above-stated address, and proof of service (by affidavit 
or, in case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 


General Rules and Regulations promulgated under the Act, 


or the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17943/April 26, 1973 


Admin. Proc. File No. 3-4229 
In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
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COLUMBIA GAS OF KENTUCKY, INC. 

COLUMBIA GAS OF VIRGINIA, INC. 

COLUMBIA GAS OF OHIO, INC. 

THE OHIO VALLEY GAS COMPANY 

COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 

COLUMBIA GAS OF MARYLAND, INC. 

COLUMBIA HYDROCARBON CORPORATION 
COLUMBIA GAS TRANSMISSION CORPORATION 
COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA, LTD. 
COLUMBIA COAL GASIFICATION CORPORATION 
(70-5322) 


ORDER AUTHORIZING PROPOSED INTRASYSTEM 
FINANCING 


The Columbia Gas System, Inc. (‘‘Columbia’’), a regis- 
tered holding company, and its above-named wholly- 
owned subsidiary companies (hereinafter respectively re- 
ferred to as ““Columbia of W. Va."’, “‘Columbia of Ky.”, 
“Columbia of Va.’’, “Columbia of Ohio”, ““Ohio Valley”, 
“Columbia of Pa.’’, “Columbia Transmission’, ‘‘Columbia 
of N.Y.”, “Columbia of Md.”, “Hydrocarbon”, ‘‘Columbia 
LNG", “Coal Gasification’, and ‘‘Development Canada’’) 
have filed an application-declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a), 
6(b), 7, 9(a), 10, 12(b) and 12(f) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’’), and Rules 43 and 
45 promulgated thereunder regarding the following pro- 
posed transactions. 


The subsidiary companies propose to issue and sell, and 
Columbia proposes to acquire, prior to April 1, 1974 (a) 
unsecured installment notes not in excess of the respec- 
tive amounts set forth below and, (b) common stock, at 
the par value, in the respective amounts set forth below. 
Columbia also proposes to advance on open account to 
certain of the subsidiary companies, from time to time 
during 1973, up to the respective amounts set forth 
below: 


Installment 
Advances Common Notes 
Stock 

Columbia of W.Va. $ 4,000,000 $ 4,150,000 $ ---- 
Columbia of Ky. 2,400,000 ---- 675,000 
Columbia of Va. 600,000 ---- 500,000 
Columbia LNG — 9,300,000 22,950,000 

Development Canada 15,000,000 o-- 
Hydrocarbon ---- ---- 1,500,000 
Columbia Trans. 46,100,000 25,000,000 32,800,000 

Columbia of Ohio 26,000,000 ~--- --- 

Ohio Valley 1,100,000 o--- 
Columbia of Pa. 4,000,000 4,500,000 

Columbia of N.Y. 500,000 sae 
Columbia of Md. 300,000 ---- 100,000 

Coal Gasification — 4,000,000 ---- 
TOTAL $85,000,000 $57,450,000 $63,025,000 


The $4,150,000 equity contribution to Columbia of W.Va. 
includes 88,000 shares of common stock, $25 par value, in 
the aggregate of $2,200,000 to finance net cash required 

for construction, and a cash capital contribution in the ag- 
gregate amount of $1,950,000 to offset Columbia of W.Va.’s 


anticipated net loss from operations. Regarding Columbia 
of W.Va., Columbia also proposes, in addition to the ad- 
vance and the common stock investment shown in the pre- 
ceding table, and the cash capital contribution of 
$1,950,000, (1) to forgive interest coming due and payable 
through March 31, 1974, in an amount of up to $1,850,000, 
on all of that subsidiary’s indebtedness to Columbia; and 
(2) to defer payment of installment debt maturities due 
from that subsidiary until the year following the last in- 
stallment nominally due under each issue of said install- 
ment debt. The filing indicates that the present proposals 
for financing Columbia of W. Va., through March 31, 1974, 
reflect the fact that Columbia of W.Va. incurred a sizable 
net loss in the years 1971 and 1972, that a further loss is 
estimated for 1973, and that until extraordinary cost in- 
creases can be recouped through rate increases or otherwise, 
it is anticipated that Columbia of W.Va. will continue to 
have sizable operating deficits. 


The subsidiary companies will use the proceeds from the 
issue and sale of their notes and common stock along with 
internally generated funds to finance their respective con- 
struction programs, which, in the aggregate, are estimated 
for 1973 to require net capital expenditures of 
$230,744,000. The proceeds of the open account advances 
will be used by the subsidiary companies to finance the pur- 
chase of Winter Service gas, current inventories and other 
short-term seasonal purposes. 


The installment notes will be acquired no later than March 
31, 1974, will be dated when issued, will, except in the case 
of Columbia LNG, be payable in twenty-five (25) equal 
annual installments on March 31, of each of the years 1975- 
1999, inclusive, and may be prepaid at any time, in whole 
or in part, without premium. The Installment Notes issued 
by Columbia LNG for financing the Green Springs, Ohio 
reformed gas facility, in the amount of $14,260,000, will 
be due in ten (10) equal annual installments on April 1st of 
each of the years 1975 to 1984, inclusive. Columbia LNG 
Installment Notes for the Cove Point, Maryland storage and 
regasification facility, in the amount of $8,690,000, will be 
due in twenty (20) equal annual installments on October 
1st of each of the years 1977 to 1996, inclusive. Interest on 
all of the notes will accrue from the date of issue and is to 
be paid semi-annually on the unpaid principal balance. The 
interest rate will be the actual cost of money to Columbia 
with respect to its last sale of debentures prior to the issu- 
ance of said notes, decreased by an amount necessary in 
order that the interest rate be a multiple of 1/10th of 1%. 


The proposed open account advances will be made by 
Columbia from time to time during 1973 and will be paid 
by the subsidiary companies in three equal installments on 
February 28, March 29, and April 30, 1974. The open ac- 
count advances will initially bear interest at the prime com- 
mercial bank rate in effect from time to time at Morgan 
Guaranty Trust Company of New York. The interest charges 
will be adjusted, after the storage financing period, to the 
effective interest cost Columbia achieves on its short-term 
borrowing for this purpose. 


The Public Service Commission of West Virginia, the Com- 
monwealth of Virginia State Corporation Commission, and 
the Kentucky Public Service Commission have authorized 
the proposed transactions over which they have jurisdiction. 
The proposed issue and sale of installment notes by Colum- 
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bia of Pa. are subject to approval by the Pennsylvania Public 
Utility Commission and the application-declaration states 
that such approval will be filed by cmendment. No other 
state commission and no Federal commission, other than 
this Commission, has jurisdiction over the related proposed 
transactions. 


The record being incomplete with respect to the proposed 
issue and sale of installment notes by Columbia of Pa., juris- 
diction will be reserved thereover. 


Columbia requests authority to file certificates under Rule 
24, with respect to the financing transactions hereafter con- 
summated pursuant to this proceeding, on a quarterly basis. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (Holding Company Act Release No. 17918), 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application-declaration, as amended, be granted and 
permitted to become effective, as hereinafter ordered. 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application-declara- 
tion, as amended, be, and it hereby is, granted and permitted 
to become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under the 
Act, except that the tinie for filing the certification there- 
under with respect to the proposed transactions is extended 
as heretofore indicated. 


IT IS FURTHER ORDERED that jurisdiction be, and here- 
by is, reserved over the proposed transaction as to which the 
record is not yet complete. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17944/April 25, 1973 


Admin. Proc. File No. 3-3660 
In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
ARKANSAS-MISSOURI POWER COMPANY 
New York, New York 

(70-4757) 


MEMORANDUM OPINION AND ORDER GRANTING 
EXCEPTION FROM COMPETITIVE BIDDING AND 
DENY!NG REQUEST FOR HEARING 


Middle South Utilities, Inc. (‘“‘Middle South’’), a registered 
holding company, and its subsidiary company, Arkansas- 
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Missouri Power Company. (‘‘Ark-Mo”’), have filed an appli- 
cation pursuant to paragraph (a)(5)(C) of Rule 50 under 
the Public Utility Holding Company Act of 1935 (‘‘Act’’) 
for an exception from the competitive bidding requirements 
of the Rule. | The application relates to the proposed dis- 
position by Ark-Mo of the outstanding common stock of 
the Associated Natural Gas Company (‘‘Associated”’), its 
small natural gas distribution subsidiary. 


We issued a notice of filing pursuant to Rule 23. 2 Among 
other things, the notice afforded any interested person an 
opportunity to request a hearing, stating the nature of his 
interest, the reasons for the request, and the issues of fact 
or law raised by the application which he desires to contro- 
vert. It further stated that after the date specified in the 
notice the application, as filed or amended, may be granted, 
or we may take such other action as we may deem appro- 
priate. The cities of Kennett, Sikeston, Malden and Oran, 
Missouri (‘‘Cities’’) filed a petition to intervene pursuant to 
Rule 9(a) of our Rules of Practice 3 urging that a hearing 
be held. 


Ark-Mo distributes electricity and natural gas at retail in 
northeast Arkansas and an adjoining area in southeast 
Missouri. Associated is engaged in the distribution of natural 
gas at retail in contiguous portions of Missouri. Ark-Mo has 
constructed a liquefied natural gas facility (““LNG”) at a 
cost of about $4 million. This facility is intended to meet 
peaking requirements of Ark-Mo and Associated. 


As of December 31, 1971, the common stock of Associated 
had an underlying book value of about $5 million. Its out- 
standing 5-3/8% first mortgage bonds then totaled 
$1,544,000. As of the same date the combined gas prop- 
erties of Ark-Mo and Associated had a net book value of 
about $19,550,000; consolidated revenues from the distri- 
bution of natural gas, for the year then ended, were about 
$11,485,000. 


In our Findings, Opinion and Order dated May 5, 1971, 4 
we approved, pursuant to Section 10 and other provisions 
of the Act, a proposa! by Middle South to acquire, through 
a tender offer, at least 80% of the common stock of Ark-Mo 
and all of its outstanding shares of preferred stock in ex- 
change for the common stock of Middle South on condi- 
tion, to which Middle South agreed, that it dispose of all 
its interests in the gas utility properties of Ark-Mo and 
Associated. 5 


In support of the exception applicants state that Associated 
is too small for a sale of its common stock at competitive 
bidding and that in any event the exception provided for in 
paragraph (a)(5)(C) is appropriate. They state also that 
such exception would give them greater flexibility by per- 
mitting negotiations for a sale to one purchaser of all the 
properties, including the common stock of Associated. It is 
represented that, since the operations of Ark-Mo and Asso- 
ciated are interdependent, a unitary sale of the gas prop- 
erties of both companies ‘‘may be a practical necessity.” 


In their intervention petition, the Cities state that they are 
presently served natural gas by Ark-Mo or Associated; that 
they have expressed an interest in purchasing the distribu- 
tion properties within their respective town limits; and that 
in response to initial overtures the Cities were advised that 
Ark-Mo was not disposed to sell the gas properties except 
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as a unit. The Cities request a hearing with the right, as 
parties, to cross-examine and to present evidence. 


In their answer to the petition, applicants acknowledge that 
certain officers of Ark-Mo have expressed ‘‘some reserva- 
tions about the feasibility and desirability of the piece-meal 
sale’ of the gas properties. They now undertake to include 
the Cities among those from whom they will invite defini- 
tive proposals, and they will conduct negotiations under 
competitive conditions with one or more of the parties who 
submit proposals evidencing an adequate basis for such 
negotiations. They dispute the need for the hearing that the 
Cities request. 


We have granted exceptions in other cases under similar cir- 
cumstances. 6 We grant the pending application because we 
find, in the words of paragraph (a)(5)(C), competitive bid- 
ding is not necessary or appropriate ‘‘to assure the mainte- 
nance of competitive conditions” and the other require- 
ments of Section 12(d) of the Act. 


There is no need for a hearing to resolve the dispute con- 
cerning the alleged intent of the applicants with respect to 
the sale of the gas properties. The exception herein granted 
constitutes no determination as to whom the properties are 
to be sold or how and with whom negotiations are to be 
conducted. These remain open questions. When agreement 


for sale is concluded, applicants must secure an order author- 


izing the sale, whether to one or more purchasers, pursuant 
to Section 12(d) and Rule 44 thereunder. In that proceed- 
ing, as we have recently noted, 7 we shall inquire whether 
competitive conditions have been maintained during the 
negotiations, 8 and the Cities will have a full and adequate 
opportunity, to the extent reievant to their interests, to 
address themselves to that question in the light of what 
actually transpired in the conduct of negotiations. 


Our decision in American Power and Light Co., 30 SEC 818 
(1950), to which the Cities refer, does not support their 
views. In that case, under the procedures then in effect, we 
granted to the holding company informally an exception 
from competitive bidding under Rule 50 with respect to the 
sale of the common stock of a subsidiary company, subject 
to a formal application after an actual sale was negotiated 
(30 SEC at 825, n. 8). Subsequently a formal application 
for the exception was filed concurrently with a request to 
authorize a sale to a purchaser with whom a negotiated sale 
had been reached. We there concluded that an exception 
from competitive bidding under Rule 50 was justified but 
that the sale to the purchaser could not be authorized be- 
cause competitive conditions were not maintained in the 
negotiations. Accordingly, we granted the exception under 
Rule 50 provided that in the renegotiations which were to 
follow competitive conditions be maintained as prescribed 
by Section 12(d). 


The informal procedure with respect to exceptions from 
competitive bidding was abrogated in September 1959. 9 
Since then, a company desiring an exception from competi- 
tive bidding under Rule 50 must make application there- 
for, 10 and no negotiations are permitted until an order is 
issued upon appropriate notice. Applicants herein have 
applied for an exception under Rule 50 and have not en- 
gaged in any negotiations in the meantime. Whether upon 
the grant of such exception they will maintain competitive 
conditions remains to be seen and considered when they 


apply for an order authorizing the sale pursuant to Section 
12(d) and Rule 44. 


The requirements of Section 12(d) extend to a sale of utili- 
ty assets, to which Rule 50 does not apply at all, as well as 
to a negotiated sale of securities excepted by order from 
competitive bidding under the Rule. The grant of an excep- 
tion does not diminish these statutory requirements nor is 
it the occasion for imposing special guidelines or conditions 
in advance of negotiations because a potential purchaser 
may be apprehensive that a bid from him may not be wel- 
comed by the seller. 11 


IT 1S ORDERED, accordingly, that the application for an 
exception from the competitive bidding requirements of 
Rule 50 with respect to the proposed sale of the outstand- 
ing securities of The Associated Natural Gas Company be, 
and it hereby is, granted, effective forthwith. 


IT 1S FURTHER ORDERED that the request for an admin- 
istrative hearing is hereby denied. 


By the Commission (Chairman COOK and Commissioners 
OWENS, HERLONG, LOOMIS and EVANS). 


Ronald F. Hunt 
Secretary 


1The competitive bidding requirement under Rule 50 
applies only to a sale of securities to be issued, or which are 
owned, by a registered holding company or a subsidiary 
company thereof. Paragraph (a)(5) provides for several ex- 
ceptions by order, including in clause (C) an exception 
premised on a determination that competitive bidding is 
not ‘‘necessary or appropriate in the public interest or for 
the protection of investors or consumers to assure the 
maintenance of competitive conditions, the receipt of 
adequate consideration or the reasonableness of any fees or 
commissions to be paid with respect to sale of securities 
subject to Section 12(d) of the Act.” 


2Holding Company Act Release No. 17551 (April 21, 
1972). 


3Rule 9(a) provides that “’. . . any interested State, State 
Commission, municipality or other political subdivision of 
a State shall become a party to any proceeding upon the 
filing of a written notice of appearance therein.’’ See also 
Section 19(a) of the Act. 


4Holding Company Act Release No. 17116 (May 5, 1971). 


5The publicly-held minority stock interest in Ark-Mo was 
eliminated pursuant to a Section 11(e) plan, which we ap- 
proved. Holding Company Act Release No. 17446 (Febru- 
ary 1, 1972). 


6Connecticut Light and Power Co., Holding Company 
Act Release No. 17905 (March 8, 1973); New England 
Electric System, Holding Company Act Release Nos. 17066 
(March 25, 1971) and 17371 (November 23, 1971). 


7Connecticut Light and Power Co., Holding Company 
Act Release No. 17905, p. 4 (March 8, 1973). 
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8New England Electric System, Holding Company Act Re- 
lease No. 17419, p. 4 (December 30, 1971). 


9Connecticut Yankee Atomic Power Co., 41 SEC 705, 
714-715 (1963). 


10Rule 50 provides also for some automatic exceptions, 
none of which are pertinent here. 


11As we said recently regarding the maintenance of com- 
petitive conditions under Section 12(d): “As a matter of 
administrative policy we have left compliance with such 
conditions to be determined after negotiations and when a 
specific proposal to sell is submitted to us. It is not consist- 
ent with this policy to supervise the negotiations and to 
prescribe in advance, by order in a particular case, ground 
rules which a potential buyer may request... . A-determi- 
nation of compliance in the light of actual events better 
serves the statutory interests for which Section 12(d) was 
intended.’ Connecticut Light and Power Co., Holding Com- 
pany Act Release No. 17905, p. 4 (March 8, 1973). 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 17945/April 27, 1973 


Admin. Proc. File No. 3-4039 
In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
GULF POWER COMPANY 
GEORGIA POWER COMPANY 
MISSISSIPPI POWER COMPANY 
(70-5261) 


SECOND SUPPLEMENTAL ORDER AUTHORIZING 
ISSUE AND SALE OF NOTES TO BANKS AND TO 
DEALERS IN COMMERCIAL PAPER BY HOLDING 
COMPANY AND TWO SUBSIDIARY COMPANIES AND 
ARRANGEMENTS OF SUPPLEMENTAL INTERIM 
LINES OF CREDIT IN CONNECTION THEREWITH 


The Southern Company (‘‘Southern”’), a registered holding 
company, and two of its electric utility subsidiary com- 
panies, Alabama Power Company (‘‘Alabama’’) and Georgia 
Power Company (‘Georgia’) have filed with this Commis- 
sion a fourth post-effective amendment to their application- 
declaration in this proceeding pursuant to Sections 6(a), 
6(b), 7 and 12 of the Public Utility Holding Company Act 
of 1935 (‘‘Act’’) and Rules 45 and 50 promulgated there- 
under as applicable to the proposed transactions. 


By Order dated December 26, 1972 (Holding Company Act 
Release No. 17824) the Commission, among other things, 
authorized Southern, Georgia and Alabama to issue and sell 
unsecured notes to banks and/or commercial paper to deal- 
ers from time to time through March 31, 1974, up to an 
aggregate principal amount outstanding at any one time of 
$130,000,000, $160,000,000 and $65,000,000, respective- 
ly. These companies now propose to increase the amount of 
bank notes and/or commercial paper which may be out- 
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standing at any one time to $175,000,000, $300,000,000 
and $130,000,000 for Southern, Georgia and Alabama, 
respectively. 


Alabama states that it proposes maximum aggregate bor- 
rowings of $200,000,000 after the filing of a post-effective 
amendment setting forth such increment over its presently 
requested authorization of $130,000,000, and upon the 
issuance of a further order of the Commission granting and 
permitting such post-effective amendment to become effec- 
tive. The terms and conditions and use of the proceeds in 
respect of the increased amounts of unsecured notes herein 
proposed will be the same as those covering the amounts 
heretofore authorized. 


Applicants-declarants state that in addition to the existing 
lines of credit authorized in said Order of December 26, 
1972, totalling $60,000,000 with New York City banks to 
provide backup for the previously authorized commercial 
paper, arrangements have been made with five New York 
City banks for supplemental interim lines of credit (‘‘Sup- 
plemental Interim Lines of Credit’’) to be available to the 
applicants for the sole purpose of providing backup for the 
payment of outstanding commercial paper during the period 
of estimated peak borrowing. No deposit balances are to be 
required in respect of the Supplemental Interim Lines of 
Credit, but in lieu thereof each bank will charge a fee. The 
fees to be charged by each bank will range from a minimum 
of .50 of 1% per annum to a maximum of .68 of 1% per 
annum based on a prime rate of 6.75%. Should the prevail- 
ing prime rate increase by 1% the maximum fee would in- 
crease to .78 of 1%. Under the arrangements, interest rates 
on borrowings under the Supplemental Interim Lines of 
Credit will vary depending on the prevailing prime rate and 
its relationship to the prevailing interest rate on dealer 
placed commercial paper with 90-119 day maturities as 
published weekly by the Federal Reserve. The minimum 
interest rate on such borrowings would be 108% of the 
prime rate in effect at the lending bank (7.29% per annum 
based on a prime rate of 6.75%) and the maximum would 
be the greater of a rate per annum equal to 1% over the 
prime rate of the lerding bank or 1-1/2% over the com- 
mercial paper rate referred to above (or based on the cur- 
rent prevailing prime rate and commercial paper quotations, 
a maximum of 8.63%). 


The banks with which Supplemental Interim Lines of Credit 
have been arranged and the maximum principal amount of 
the lines with each are as follows: 


Bankers Trust Company $20,000,000 
Chemical Bank 20,000,000 
First National City Bank 20,000,000 
Irving Trust Company 10,000,000 

Morgan Guaranty Trust 
Company of New York 10,000,000 
Total $80,000,000 


The aggregate fees and expenses incurred in connection 
with the proposed transactions are estimated at $2,000, 
including counsel fees of $1,500. The issuance and sale of 
notes by Alabama has been expressly authorized by the 
Alabama Public Service Commission; the issuance and sale 
of notes by Gulf has been expressly authorized by the 
Florida Public Service Commission. No other State Com- 
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mission and no Federal commission other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Applicants-declarants request authority to file certificates 
of notification under Rule 24 in respect of sales of their 
proposed commercial paper notes within 30 days after the 
end of each calendar quarter. 


Due notice of the filing of said fourth post-effective 
amendment to the application-declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 17919), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended by 
said fourth post-effective amendment, be granted and per- 
mitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of 


the Act and rules thereunder, that said application-declara- 


tion, as amended by said fourth post-effective amend- 
ment, be, and it hereby is, granted and permitted to be- 
come effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act, 
except that the time for filing the certification thereunder 
with respect to the commercial paper notes is extended 

as heretofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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Rel. No. 7768A/April 27, 1973 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7781/April 23, 1973 


Admin. Proc. File No. 3-4230 
In the Matter of 


FUND MANAGEMENT CORPORATION 
1900 Avenue of the Stars 

Suite 2400 

Los Angeles, California 90067 

(812-3352) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM CERTAIN REQUIRE- 
MENTS OF SECTION 15(a) OF THE ACT 


Fund Management Corporation (‘‘Applicant’’), investment 
adviser to New America Fund, Inc. (‘‘Fund’’), a closed- 
end, diversified, management investment company regis- 
tered under the Investment Company Act of 1940 
(Act’’), has filed an application pursuant to Section 6(c) 
of the Act for an order exempting Applicant from the re- 
quirements of Section 15(a) of the Act prohibiting a per- 
son from serving as investment adviser to an investment 
company registered under the Act pursuant to a written 
contract not approved by a majority vote (as defined in 
the Act) of the outstanding voting securities of the invest- 
ment company. 


On March 30, 1973, a notice of the filing of said applica- 
tion was issued (Investment Company Act Release No. 
7744) giving interested persons an opportunity to request 
a hearing and stating that an order disposing of the appli- 
cation might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 15(a) of 
the Act, be, and hereby is, granted, effective forthwith, 
subject to the following conditions to which Applicant 
has consented: 


(1) Applicant use its best efforts to cause the Fund to 
hold its annual meeting of stockholders as soon as prac- 
ticable, at which meeting stockholder approval of a new 
investment advisory contract between the Fund and Appili- 
cant will be requested; 


(2) From December 18, 1972, to and through the close 
of business on the date of said annual meeting of stock- 
holders of the Fund, Applicant fulfill its obligations to 
the Fund under the Advisory Contract at the lower of 
(a) Applicant’s cost to fulfill such obligations (which shall 
be deemed to include its obligations to bear certain ex- 
penses of the Fund as set forth in the Advisory Contract), 
or (b) the fee payable to Applicant by the Fund (1% of 
the average annual net assets, payable quarterly); and 


(3) The right of Applicant to retain the amount re- 
ceived by it from the Fund in accordance with and during 
the period referred to in the preceding condition (2) shall 
be subject to stockholder ratification of such retention 
by Applicant at the forthcoming annual meeting of Fund 
stockholders, and if the rentention of such amount by 
Applicant is not ratified by the vote of a majority (as de- 
fined in the Act) of the outstanding voting securities of 
the Fund, Applicant shall immediately pay such amount 
to the Fund. 


For the Commission, by the Division of Investment Man- 


SEC DOCKET/17 

















agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7782/April 23, 1973 


Admin. Proc. File No. 3-4226 
In the Matter of 


THE NORTHWESTERN MUTUAL LIFE 
INSURANCE COMPANY 


and 


NML VARIABLE ANNUITY ACCOUNT B 
720 East Wisconsin Avenue 

Milwaukee, Wisconsin 53202 

(812-3413) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT 


The Northwestern Mutual Life Insurance Company 
(‘Northwestern Mutual’’), a mutual life insurance com- 
pany organized in 1957 by a special statute of the legis- 
lature of the State of Wisconsin, and NMI Variable An- 
nuity Account B, a unit investment trust registered under 
the Investment Company Act of 1940 (‘‘Act’’) (herein- 
after collectively called ‘‘Applicants’’), have filed an ap- 
plication pursuant to Section 6(c) of the Act for an order 
of exemption from the provisions of Section 22(d) of the 
Act, to permit a reduced sales charge of 1% plus $50 on 
amounts derived from the value of other tax-qualified in- 
surance policies or fixed annuity contracts previously 
issued by Northwestern Mutual and exchanged for deferred 
variable annuity contracts. 


On March 27, 1973, a notice of the filing of said applica- 
tion was issued (Investment Company Act Release No. 
7736), giving interested persons an opportunity to request 
a hearing and stating that an order disposing of the appli- 
cation might be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed, and the Commission 
has not ordered a hearing. 


The Commission has considered the matter and finds that 
the granting of the requested exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 22(d) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 
Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7783/April 23, 1973 


Admin. Proc. File No. 3-4220 
In the Matter of 


MASSMUTUAL INCOME INVESTORS, INC. 
1295 State Street 

Springfield, Massachusetts 01111 

(812-3406) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 
OF THE ACT 


Mass Mutual Income Investors, Inc. (the ‘‘Fund’’), a 
closed-end, diversified management investment company 
registered under the Investment Company Act of 1940 
(the ‘‘Act’’), has filed an application for an order of the 
Commission pursuant to Section 6(c) of the Act declaring 
that Howard Weaver McCall, Jr., a director of the Fund, 
shall not be considered an “interested person”’ (as defined 
in Section 2(a)(19) of the Act) of the Fund solely by rea- 
son of the fact that Mr. McCall is a director of the Mutual 
Life Insurance Company of New York. 


The Commission on March 26, 1973, issued a notice of 
filing of said application (Investment Company Act Re- 
lease No. 7735). The notice gave interested persons an 
opportunity to request a hearing and stated that an order 
disposing of the application might be issued upon the 
basis of the information stated therein unless a hearing 
should be ordered. No such request has been filed and 
the Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 2(a)(19) of the Act be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7784/April 24, 1973 


Admin. Proc. File No. 3-4286 
In the Matter of 

LOEB, RHOADES & CO. 

42 Wall Street 


New York, New York 10005 
(812-3446) 
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NOTICE OF FILING OF APPLICATION PURSUANT 

TO SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM SECTION 30(f) OF THE ACT 

TO THE EXTENT THAT IT ADOPTS SECTION 16(b) 
OF THE SECURITIES EXCHANGE ACT OF 1934 


NOTICE IS HEREBY GIVEN that Loeb, Rhoades & Co., 
(“Applicant’’) a registered broker-dealer partnership, in 
connection with a proposed offering of shares of common 
stock of Bond Shares of America, Inc. (“Company”), a 
registered, closed-end diversified management investment 
company, has filed an application pursuant to Section 6(c) 
of the Investment Company Act of 1940 (‘‘Act’’) for an 
order of the Commission exempting Applicant and its co- 
underwriters from Section 30(f) of the Act to the extent 
that such Section adopts Section 16(b) of the Securities 
Exchange Act of 1934 (“Exchange Act’) with respect to 
their transactions incidental to the distribution of the 
Company’s shares. All interested persons are referred to 
the application on file with the Commission for a state- 
ment of the representations contained therein, which are 
summarized below. 


Applicant, A. G. Edwards & Sons, Inc. (One North Jef- 
ferson, St. Louis, Missouri 63103), Mitchum, Jones & 
Templeton, Incorporated (555 South Flower Street, Los 
Angeles, California 90071) and Rotan Mosle, Inc. (2200 
Bank of the Southwest Building, Houston, Texas 77002) 
are the prospective representatives (‘Representatives’) of 
a group of underwriters (‘Underwriters’) being formed in 
connection with the proposed public offering. 


Shares of the Company are to be purchased by the Under- 
writers pursuant to an underwriting agreement (‘‘Under- 
writing Agreement’) to be entered into between the Com- 
pany and the Underwriters, represented by the Repre- 
sentatives. It is intended that the several Underwriters will 
make a public offering of all of the Company’s shares 
which such Underwriters are to purchase under the Under- 
writing Agreement, at the price therein specified, as soon 
on or after the effective date of the Company’s Registra- 
tion Statement on Form S-4 (“Registration Statement’’) 

as the Representatives deem advisable, and such shares 

are initially to be offered to the public at a per share pub- 
lic offering price and subject to the underwriting commis- 
sions to be specified in the prospectus constituting a part 
of the Registration Statement at the time the Registration 
Statement becomes effective under the Securities Act of 
1933. 


Applicant states that it is possible that the underwriting 
commitment of any one or more of the Underwriters, in- 
cluding the Applicant and the other Representatives, will 
exceed 10% of the aggregate number of shares of the 
Company’s common stock to be outstanding after the 
purchase by the several Underwriters pursuant to the Un- 
derwriting Agreement or upon the completion of the 
initial public offering or at some interim time. Since Sec- 
tion 30(f) of the Act subjects every person who is direct- 
ly or indirectly the beneficial owner of more than 10% of 
any class of outstanding securities of the Company to the 
same duties and liabilities as those imposed by Section 16 
of the Exchange Act with respect to transactions in the 
securities of the Company, such Underwriter or Under- 
writers would become subject to the filing requirements 


of Section 16(a) of the Exchange Act and, upon resale of 
the shares purchased by them to their customers, subject 
to the obligations imposed by Section 16(b) of the Ex 
change Act. 


Rule 16b-2 under the Exchange Act exempts certain 
transactions in connection with a distribution of securities 
from the operation of Section 16(b) of the Exchange Act. 
Applicant states that the purpose of the purchase of the 
shares by the Underwriters will be for resale in connection 
with the initial distribution of shares of the Company. 
Applicant also states that such purchases and sales, there- 
fore, will be transactions effected in connection with a 
distribution of a substantial block of securities within the 
purpose and spirit of Rule 16b-2 under the Exchange Act. 


Applicant further states that it is possible that one or 
more of the Underwriters, through their participation in 
the distribution of the Company’s shares, may not be ex- 
empted from Section 16(b) of the Exchange Act by the 
operation of said Rule 16b-2; they may fail to meet the 
requirement stated in Rule 16b-2(a)(3) that the aggregate 
participation of persons not within the purview of Section 
16(b) of the Exchange Act be at least equal to the par- 
ticipation of persons receiving the exemption under Rule 
16b-2 under the Exchange Act since it is possible that 
one or more of the Underwriters who, pursuant to the 
Underwriting Agreement, will purchase more than 10% of 
the shares of the Company, may be obligated to purchase 
more than 50% of the shares of the Company being of- 
fered pursuant to the Underwriting Agreement. 


Applicant also states that in addition to purchases from 
the Company and sales of shares to customers, there may 
be the usual transactions of purchases or sales incident to 
a distribution, such as stabilizing purchases, purchases to 
cover over-allotments or other short positions created in 
connection with such distribution, and sales of shares pur- 
chased in stabilization. 


Applicant contends that to the best of its knowledge no 
Underwriter has any inside information; that there is no 
possibility of using inside information and, in fact, that 
there is no inside information in existence; and that no 
director, officer or employee of any Underwriter is a di- 
rector, officer or employee of the Company or Funds, 
Inc., the Company’s investment adviser. 


Applicant submits that the request exemption from the 
provisions of Section 30(f) of the Act is necessary and 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Applicant further 
contends that the transactions sought to be exempted 
cannot lend themselves to the practices which Section 
16(b) of the Exchange Act and Section 30(f) of the Act 
were enacted to prevent. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or uncondi- 
tionally exempt any person, security or transaction, or 
any class or classes of persons, securities or transactions, 
from any provision of the Act or of any rule or regula- 
tion thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and con- 
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sistent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 8, 1973, at 12:30 p.m., submit 
to the Commission in writing a request for a hearing on 
this matter accompanied by a statement as to the nature 
of his interest, the reason for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by tnail (air mail if the person being 
served is located more ttian 500 miles from the point of 
mailing) upon Applicant) at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. At any time after said date, as pro- 
vided by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the application 
herein may be issued by the Commission upon the basis 
of the information statéd in said application, unless an 
order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments 
in this matter, including the date of the hearing (if order- 
ed) and any postponenients thereof. 


For the Commission, bly the Division of Investment Man- 
agement Regulation, puirsuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7785/April 25, 1973 


Admin. Proc. File No. 3-4273 
In the Matter of 


AETNA VARIABLE ANNUITY LIFE 
INSURANCE COMPANY 

151 Farmington Avenue 

Hartford, Connecticut 06115 

(812-3408) 


NOTICE OF APPLICATION FOR AN ORDER PUR.- 
SUANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTION FROM SECTIONS 2(a)(17) AND 18(f)(1, 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Aetna Variable An- 
nuity Life Insurance Company (‘‘Applicant’’), a diversified, 
open-end management investment company registered un- 
der the Investment Company Act of 1940 (‘‘Act’’), has 
filed an application pursuant to Section 6(c) of the Act 
for an order exempting Applicant from the provisions of 
Sections 2(a)(17) and 18(f)(1) of the Act. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations therein 
which are summarized below. 
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Applicant is a stock life insurance company organized un- 
der the insurance laws of the State of Arkansas in 1954. 
Applicant’s home office is in Little Rock, Arkansas, and 
its executive office is in Hartford, Connecticut. Aetna 
Life and Casualty Company, a Connecticut corporation, 
owns all of the outstanding capital stock of Applicant. 


Applicant’s principal activity has been the sale of variable 
annuity contracts. Applicant also offers combination fixed 
and variable annuity contracts, life insurance benefits on 
a fixed basis as riders to annuity contracts or separately, 
disability benefits (providing either fixed or variable pay- 
ments) as riders to annuity or life insurance contracts, 
and variable life insurance contracts to provide benefits 
under certain pension or profit-sharing plans. Applicant 
has established and maintains, pursuant to the laws of the 
State of Arkansas, three variable contract accounts for the 
purpose of segregating from its general assets all assets 
attributable to variable contracts issued by Applicant. 


Applicant proposes to establish an additional separate 
account for variable life insurance contracts. The assets of 
such account will be derived soley from (a) the sale of 
variable life insurance policies, as defined in Rule 3c-4 
under the Act, and (b) advances made by Applicant in 
connection with the operation of such account. Such 
account will not be used for variable annuity contracts or 
for the investment of funds corresponding to dividend 
accumulations or other policy liabilities not involving life 
contingencies. 


Section 3(c)(3) of the Act excludes an insurance company 
from the definition of an investment company. Rule 3c-4 
under the Act includes within the term “‘insurance com- 
pany” for purposes of Section 3(c)(3) a separate account 
established and maintained by an insurance company 
when (1) the assets of such separate account are derived 
solely from the sale of variable life insurance policies and 
advances made by the insurance company in connection 
with the operation of such separate account, and (2) such 
separate account is not used for variable annuity contracts 
or for the investment of funds corresponding to dividend 
accumulations or other policy liabilities not involving life 
contingencies. 


Section 2(a)(37) of the Act defines a separate account as 
an account established and maintained by an “insurance 
company” pursuant to the laws of any State or territory 
of the United States, or of Canada or any province there- 
of, under which income, gains and losses, whether or not 
realized, from assets allocated to such account are, in 
accordance with the applicable contract, credited to or 
charged against such account without regard to other in- 
come, gains or losses of the “insurance company”. 


An “insurance company” is defined in Section 2(a)(17) 
as a company which is organized as an insurance com- 
pany, whose primary and predominant business activity Is 
the writing of insurance or the reinsuring of risks under- 
written by insurance companies, and which is subject to 
supervision by the insurance commissioner or a similar 
officer or agency of a State. 











Applicant states that its proposed separate account will 
meet the conditions of section 2(a)(37) and of Rule 3c-4 
under the Act, and would, therefore, be exempted from 
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the Act pursuant to the provisions of Section 3(c)(3) of 
the Act and Rule 3c-4 thereunder, except for a question 
concerning whether Applicant is an ‘‘insurance company” 
as defined in Section 2(a)(17). Even though Applicant is 
organized as an insurance company, and is subject to 
supervision by the insurance departments of the states in 
which it is organized and is licensed to operate, it could 
be deemed not to come within the definition of insurance 
company for purposes of Rule 3c-4 because it has been 
principally engaged in offering variable annuity contracts 
which are securities for purposes of the federal securities 
laws as well as insurance products. 


Applicant requests that with respect to its proposed sep- 
arate account Applicant be exempted from the definition 
of an “insurance company” contained in Section 2(a)(17) 
of the Act to the extent that its primary activities in con- 
nection with variable annuities and variable insurance may 
be deemed not to satisfy the requirement of the defini- 
tion that the primary and predominant business activity 
of a company coming within the definition be the writing 
of insurance or the reinsuring of risks underwritten by in- 
surance companies. Applicant requests such exemption 
only for the purpose of enabling it to establish and main- 
tain its proposed separate account as a separate account 
which meets the conditions of Section 2(a)(37) of the 
Act and Rule 3c-4 thereunder. 


Applicant states that an evident purpose of Congress in 
defining a separate account in Section 2(a)(37) was to 
confine the term to those accounts set up and operated 
by a company subject to the controls and protection pro- 
vided by state insurance company regulation. Applicant 
represents that in relation to such regulation, Applicant 

is an insurance company and the proposed separate ac- 


count otherwise satisfies the definition in Section 2(a)(37). 


Applicant also states that its proposed separate account 
will be established and maintained pursuant to the laws 

of the State of Arkansas and that income, gains and losses, 
whether or not realized, from assets allocated to such 
account will be, in accordance with the applicable con- 
tract, credited to or charged against such account without 
regard to other income, gains, or losses of Applicant. 
Applicant further states that its operations in connection 
with such separate account will be subject to regulations 
under the laws of, and to supervision by the insurance 
department of, the State of Arkansas and the other states 
in which it is authorized to de business, and that such 
regulation and supervision will apply to Applicant to the 
same extent that it will apply to any other insurance com- 
pany. Applicant also states that the granting of the re- 
quested exemptions will not adversely affect purchasers 
of, or beneficiaries under, variable annuity contracts 
issued, or to be issued, by Applicant. 


Applicant submits that the application of many provisions 
of the Act to a separate account to fund variable life in- 
surance contracts would only duplicate regulation devel- 
oped by the state insurance commissioners and would 
create complex administrative problems since substantial 
exemptions from the Act would be required in order to 
make the operation of such a separate account feasible, 
and that it was for these reasons that certain of such sep- 
arate accounts of insurance companies were exempted 
from the provisions of the Act by Rule 3c-4. Applicant 

































































contends that the aforementioned reasons for exemption 

from the provisions of the Act are as applicable to Appli- 
cant’s proposed separate account as they are to a separate 
account maintained by any other insurance company, and 
that, accordingly, the exemptions requested are consistent 
with the Commission's purpose in adopting Rule 3c-4. 


Applicant represents that the problem presented under 
Rule 3c-4 is unique to Applicant because Applicant is the 
only life insurance company now registered with the Com- 
mission as an investment company for purposes of con- 
ducting variable annuity operations. All other insurance 
companies, in accordance with procedures adopted by the 
Commission subsequent to Applicant’s registration, have 
only their separate accounts registered as investment com- 
panies. Hence, Applicant concludes that the relief re- 
quested is necessary to accord Applicant the same treat- 
ment under Rule 3c-4 with respect to its proposed sep- 
arate account as is available to any other insurance 
company. 


Section 18(f)(1) of the Act makes it unlawful for any 
registered open-end investment company to issue or sell 
any senior security of which it is the issuer except under 
circumstances not here relevant. A senior security is de- 
fined in Section 18(g) to include any investment evidenc- 
ing indebtedness. Since the holders of variable life insur- 
ance contracts issued by the proposed separate account 
will have a claim against Applicant’s general account assets 
under Applicant’s mortality and other insurance guarantees, 
the contracts could be considered to include an evidence 
of indabtedness senior to Applicant’s common stock. Ap- 
plicant therefore requests exemption from Section 18(f)(1) 
of the Act to the extent necessary to permit the issuance 
of variable life insurance contracts funded by its proposed 
separate account. 


Applicant states that the proposed exemption from Sec- 
tion 18(f)(1) presents no question of possible unfairness 
to common stockholders since its common stock is whol- 
ly-owned by Aetna Life and Casualty Company which 
has acquired such interest in order to participate in a 
company whose activities include offering contracts such 
as variabie life insurance contracts and has assumed the 
risks involved in such investment. In addition, Applicant 
submits that the granting of the exemption will be con- 
sistent with the exemptions from Section 18(f) previously 
issued to Applicant to permit the issuance by it of fixed- 
dollar annuity and life insurance contracts and variable 
life insurance contracts to provide benefits under certain 
pension or profit-sharing plans. 


Section 6(c) of the Act provides that the Commission 
may, by order upon application, conditionally or uncon- 
ditionally exempt any person from any provision or pro- 
visions of the Act or of any rule or regulation thereunder, 
if and to the extent that such exemption is necessary or 
appropriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 21, 1973, at 5:30 p.m., submit 
to the Commission in writing, a request for a hearing on 
the matter accompanied by a statement as to the nature 
of his interest, the reason for such +equest, and the issues 
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of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order 
a hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. 
Proof of service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. At any time after such date, as provided 
by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the matter herein 
may be issued by the Commission upon the basis of the 
information stated in said application, unless an order for 
a hearing upon said application shall be issued upon re- 
quest or upon the Commission’s own motion. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive notice of further developments in this 
matter including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7786/April 24, 1973 


Admin. Proc. File No. 3-4241 
In the Matter of 


SALOMON BROTHERS 

HORNBLOWER & WEEKS-HEMPHILL, NOYES 
INCORPORATED 

J. C. BRADFORD & CO. INCORPORATED 

A. G. EDWARDS & SONS, INC. 

INTERSTATE SECURITIES CORPORATION 

THE ROBINSON-HUMPHREY COMPANY, INC. 

WHEAT, FIRST SECURITIES, INC. 

c/o Salomon Brothers 

One New York Plaza 

New York, New York 10004 

(812-3433) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) 
OF THE ACT 


Salomon Brothers, Hornblower & Weeks-Hemphill, Noyes 
Incorporated, J. C. Bradford & Co. Incorporated, A. G. 
Edwards & Sons, Inc., Interstate Securities Corporation, 
The Robinson-Humphrey Company, Inc., and Wheat, 
First Securities, Inc., (““Applicants’’), registered broker- 
dealers and the representatives of a group of underwriters 
to be formed in connection with a proposed public offer- 
ing of shares of the capital stock, par value $1.00 per 
share (“Capital Stock’’), of Hatteras Income Securities, 
Inc. (the ‘‘Company’’), a registered closed-end, diversified 
management investment company, have filed an applica- 
tion, pursuant to Section 6(c) of the Investment Company 
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Act of 1940 (“‘Act’’) for an order exempting them and 
their co-underwriters from Section 30(f) of the Act to the 
extent such Section adopts Section 16 of the Securities 
Exchange Act of 1934 (the “Exchange Act’’). 


On April 5, 1973, a notice (Investment Company Act 
Release No. 7753) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 30(f) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7787/April 26, 1973 


See Securities Exchange Act Release No. 10124/April 26, 
1973 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7788/April 26, 1973 


Admin. Proc. File No. 3-4253 
In the Matter of 


THE FIRST BOSTON CORPORATION 
20 Exchange Place 

New York, New York 10005 
(812-3431) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 
THE ACT 


The First Boston Corporation (‘‘Applicant’’), on behalf of 
itself and duPont Glore Forgan Incorporated, Shearson, 
Hammill & Co. Incorporated and Walston & Co., Inc., as 
representatives (‘Representatives’) of a group of under- 
writers of a proposed public offering of shares of common 
stock (‘‘Shares’’) of CNA Income Shares, Inc. (‘“Com- 
pany”’), a registered closed-end investment company, has 
filed an application pursuant to Section 6(c) of the Invest- 
ment Company Act of 1940 (‘‘Act’’) requesting that Ap- 
plicant and the Representatives and, to the extent neces- 
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sary, their co-underwriters, be exempted from Section 
30(f) of the Act, which incorporates Section 16 of the 
Securities Exchange Act of 1934 (‘Exchange Act”’), in 
connection with their transactions incident to the distri- 
bution of Shares of the Company. 


On April 11, 1973, a notice (Investment Company Act 
Release No. 7767) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


iT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 30(f) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





iNVESTMENT COMPANY ACT OF 1940 
Rel. No. 7789/April 27, 1973 


Admin. Proc. File No. 3-4239 
In the Matter of 


KIDDER, PEABODY & CO. 
INCORPORATED 

10 Hanover Square 

New York, New York 10005 

(812-3424) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 30(f) OF 
THE ACT 


Kidder, Peabody & Co. Incorporated, a registered broker- 
dealer corporation (‘Applicant’), in connection with a 
proposed public offering of shares of common stock of 
Excelsior Income Shares, Inc. (“Company”), a registered, 
closed-end, diversified management investment company, 
has filed an application pursuant to Section 6(c) of the 
Investment Company Act of 1940 (‘‘Act’’) for an order 
exempting Applicant and its co-underwriters from Section 
30(f) of the Act to the extent that such Section adopts 
Section 16(b) of the Securities Exchange Act of 1934 
(“Exchange Act’’) with respect to their transactions in- 
cidental to the distribution of Company’s shares. 


On April 5, 1973, a notice (Investment Company Act Re- 
lease No. 7752) was issued of the filing of said applica- 
tion. The notice gave interested persons an opportunity 


to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be ord- 
ered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from Section 30(f) of 
the Act be, and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7790/April 26, 1973 


Admin. Proc. File No. 3-4202 
In the Matter of 


NEW YORK SUPERANNUATION TRUST 
c/o European-American Bank 
& Trust Company, Trustee 
10 Hanover Square 
New York, New York 10005 
(812-3378) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM ALL THE PROVISIONS OF 

THE ACT 


NOTICE IS HEREBY GIVEN that New York Superan- 
nuation Trust (‘Applicant’), a trust organized under the 
laws of New York, has filed an application for an order 
of the Commission exempting Applicant from all the pro- 
visions of the Investment Company Act of 1940 (‘‘Act’’) 
pursuant to Section 6(c) thereof. All interested persons 
are referred to the application on file with the Commis- 
sion for a statement of the representations therein which 
are summarized below. 


Applicant was established on January 18, 1973. The set- 
tlor of Applicant is Associated Enterprises Limited, an 
English company (referred to herein as ‘‘Grantor’’), which 
is a wholly-owned subsidiary of Unilever Limited (‘Uni- 
lever’), also an English company. The corpus of Appli- 
cant consists of $5,000 contributed in cash by the Grant- 
or upon Applicant’s establishment. Unilever Superannua- 
tion Fund (“Fund”), an English pension trust, is the sole 
beneficiary of Applicant. Fund is administered in England 
for the benefit of more than 70,000 present and former 
employees of Unilever and certain of its affiliates, sub- 
stantially all of whom reside in the United Kingdom. 
Approximately 25 former Unilever employees residing in 
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the United States receive payments from the Fund; how- 
ever, none of these, according to the Fund's records, is 
making contributions to the Fund. The Trustee of Appli- 
cant is European-American Bank & Trust Company, a 
New York Corporation. 


Applicant proposes to enter into a transaction intended 
to qualify as a ‘parallel financing arrangement’ under the 
regulation of the Office of Foreign Direct Investments of 
the United States Department of Commerce (‘‘OFDI"’). 
Honeywell Inc. (‘Honeywell’), a Delaware Corporation, 
proposes to lend Applicant the dollar equivalent of 
+5,000,000 (approximately $12,000,000 at the current 
rate of exchange) for a period of nine years and 350 days 
at an interest rate of 6% per annum, and the Fund pro- 
poses to lend +5,000,000 on the same terms to Honey- 
well, Limited, an English company all the outstanding 
stock of which is indirectly owned by Honeywell. An ap- 
plication for specific authorization filed on behalf of 
Honeywell has been granted by the OFDI. An application 
has also been filed on behalf of Honeywell with the 
United States Internal Revenue Service with respect to the 
U.S. Interest Equalization Tax consequences of the pro- 
posed transaction. Applicant further states that it may 
enter into a small number of similar parallel financing 
transactions on substantially the same terms and condi- 
tions and that such transactions may involve persons other 
than Honeywell. 


Applicant represents it will invest the proceeds of such 
dollar loans in United States securities, including govern- 
ment obligations, with the purpose of diversifying the 
Fund’s portfolio; that it is required to distribute the net 
income of Applicant annually to the Fund; that upon its 
termination its principal and undistributed net income is 
to be paid to the Fund and that its Trustee may make 
investment decisions only in accordance with the written 
instructions of an Investment Advisory Committee com- 
posed of the persons serving from time to time as di- 
rectors of Unilever Pension Investments, Limited, the 
Fund’s investment adviser, an English company and a 
wholly-owned subsidiary of Unilever. 


Applicant may be deemed to be an investment company 
within the meaning of either Section 3(a)(1) of the Act, 
as or holding itself out as being engaged primarily, or pro- 
posing to engage primarily, in the business of investing, 
reinvesting, or trading in securities, or Section 3(a)(3), as 
engaging or proposing to engage in the business of invest- 
ing, reinvesting, owning, holding, or trading in securities 
and owning or proposing to acquire investment securities 
with a value exceeding 40 per centum of its total assets 
(exclusive of Government securities and cash items) on an 
unconsolidated basis. Applicant contends, however, that 
to the extent the Act is applicable, Applicant should be 
exempted from its provisions under Section 6(c) of the 
Act. 


Section 6(c) authorizes the Commission by order upon 
application conditionally or unconditionally to exempt 
any person or any class or classes of persons from any 
provision or provisions of the Act, if and to the extent 
that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. Applicant states that it clearly fits 
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within the general intent of the exception from the defini. 
tion of “investment company” contained in Section 3(c) 
(1) of the Act. That Section excepts from the Act any 
issuer whose outstanding securities are beneficially owned 
by not more than 100 persons and which is not making 
and does not presently propose t2 make a public offering 
of its securities. Beneficial ownership by a company is 
deemed to be beneficial ownership by one person except, 
where the company owns 10 per cent or more of the out- 
standing voting securities of the issuer, the beneficial 
ownership is deemed to be that of the holders of such 
company’s securities. Applicant has no voting securities, 

its sole beneficiary is the Fund, and Applicant is not mak- 
ing and does not presently propose to make a public 
offering of its securities. Applicant contends that even if 
the Fund were deemed to hold “‘voting securities” of Ap- 
plicant for purposes of Section 3(c)(1), it is doubtful that 
the beneficiaries of the Fund would be deemed to be 
holders of any “‘securities”, as defined in Section 2(a)(36) 
of the Act, of the Fund for purposes of attributing to 
them any interest of the Fund in the Applicant. 


Applicant contends that even if it is not qualified for 
exemption based on the provisions of Section 3(c)(1) of 
the Act, exemption under Section 6(c) of the Act is ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended 

by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 17, 1973, at 5:30 p.m., submit 


the matter accompanied by a statement as to the nature 
of his interest, the reasons for such request, and the issues 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the per- 
son being served is located more than 500 miles from the 
point of mailing) upon Applicant at the address set forth 
above. Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, 
as provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application herein may be issued by the Commission upon 
the basis of the information stated in said application, 
unless an order for hearing upon said application shall be 
issued upon request or upon the Commission’s own 
motion. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive notice of further 
developments in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


to the Commission in writing a request for a hearing on " 


By the Commission. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 , 


Rel. No. 7791/April 26, 1973 
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INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 374/April 26, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10127/April 26, 1973 


Admin. Proc. File No. 3-3986 
In the Matter of 


COMAC COMPANY 
1025 East Maple Road 
Birmingham, Michigan 


DONALD H. PARSONS 
1335 Willow Lane 
Birmingham, Michigan 


JAMES C. HOLMES 
1185 Willow Lane 
Birmingham, Michigan 


GERALD H. DAUGHERTY 
31349 Sleepy Hollow Lane 
Birmingham, Michigan 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings pursuant to Section 9(b) of the In- 
vestment Company Act of 1940, Section 203(f) of the 
Investment Advisers Act of 1940 (‘Advisers Act’’), and 
Section 15(b) of the Securities Exchange Act of 1934 
(“Exchange Act’’), an offer of settlement was submitted 
by Comac Company, Donald H. Parsons, and James C. 
Holmes, and by Gerald H. Daugherty. Comac is a partner- 
ship which served as investment adviser to Creative Capi- 
tal Corporation, a registered closed-end investment com- 
pany, from October 1969 to July 13, 1970, and a small 
business investment company licensed under the Small 
Business Investment Act of 1958. Parsons was chairman 
of the board and Holmes a director of Creative from 
September 1968 to August 10, 1970, and both were part- 
ners of Comac. Daugherty was executive vice-president of 
Creative from Septefnber 1968 to October 1970 and an 
employee of Comac. 


Under the terms of the offers of settlement, respondents, 
solely for the purpose of these proceedings or any other 
proceedings brought by or before the Commission or any 
other securities regulatory body and without admitting or 
denying the allegations of the order for proceedings, con- 
sented to certain findings with respect to the violations 
charged in that order and to the imposition of specified 
sanctions. 


After due consideration of the offers of settlement and 
upon the recommendation of its staff, the Commission 
determined to accept the offers. On the basis of the order 
for at pene and the offers of settlement, it is found 
that: 


1. From June 12, 1969 to May 19, 1970, Comac, aided 
and abetted by Parsons, Holmes and Daugherty, willfully 
violated Section 17(d) of the Investment Company Act 
and Rule 17d-1 thereunder in that Comac, while an affili- 





ated person of Creative and acting as principal, partici- 
pated or effected transactions in connection with certain 
joint enterprises or arrangements in which Creative was a 
Participant involving a 20-year lease by Creative of office 
space and a loan by Creative of $285,000 to American 
Mobile Home Towns, Inc. 


2. Between October 1969 and May 1972, respondents will- 
fully aided and abetted violations of Sections 20(a) and 
34(b) of the Investment Company Act and Rule 20a-1 
thereunder in that, in connection with the above lease and 
loan, proxy solicitation materials and reports filed with 
the Commission by Creative and mailed to its shareholders 
were materially untrue or misleading. 


3. Between September 1968 and October 1969, Comac, 
aided and abetted by Parsons, Holmes and Daugherty, 
willfully violated Section 15(a) of the Investment Com- 
pany Act in that it served as investment adviser to Crea- 
tive without a written contract comporting with the pro- 
visions of that Section. 


It is further found, pursuant to respondents’ consent, that 
in connection with the above-mentioned lease and loan 
they willfully engaged in and aided and abetted acts and 
practices constituting gross misconduct or gross abuse of 
trust in respect of Creative within the meaning of Section 
36 of the Investment Company Act as then in effect. 


The offers of settlement provide that respondents may be 
barred from association with any broker-dealer or invest- 
ment adviser and prohibited from serving or acting in the 
capacities specified in Section 9(b) of the Investment 
Company Act in respect of a registered investment com- 
pany. In addition, Parsons, an attorney, and Daugherty, 
an accountant, agree not to appear or practice before the 
Commission and consent to an order accepting their 
resignation. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offers of settlement. 


Accordingly, 1T 1S ORDERED that Comac Company, 
Donald H. Parsons, James C. Holmes and Gerald H. 
Daugherty be, and they hereby are, barred from associa- 
tion with any broker-dealer or investment adviser, and 
prohibited from serving or acting as an employee, officer, 
director, member of an advisory board, investment ad- 
viser, or depositor of or principal underwriter for, a regis- 
tered investment company or affiliated person of such in- 
vestment adviser, depositor, or principal underwriter. 


IT IS FURTHER ORDERED that the resignations of 
Donald H. Parsons and Gerald H. Daugherty from appear- 
ing or practicing before the Commission be, and they 
hereby are, accepted. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
1The findings herein are not binding upon any other 


persons named as respondents in these proceedings. 


SEC DOCKET/25 








INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7792/April 27, 1973 


Admin. Proc. File No. 3-3773 


In the Matter of 


INDUSTRY CAPITAL CORPORATION 
208 South LaSalle Street 

Chicago, Illinois 

(811-1140) 


ORDER ON PROPOSAL TO TERMINATE REGISTRA- 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


The Commission on June 22, 1972, issued a notice (In- 
vestment Company Act Release No. 7239) of a proposal, 
pursuant to Section 8(f) of the Investment Company Act 
of 1940 (“Act’’), to declare by order on its own motion 
that Industry Capital Corporation (‘‘Industry’’) has ceased 
to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
matter might be issued on the basis of the information 
stated in the notice, unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that In- 
dustry has ceased to be an investment company. Accord- 
ingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Industry Capital Corporation un- 
der the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 373/April 26, 1973 


See Securities Exchange Act Release No. 10124/April 26, 
1973 





INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 374/April 26, 1973 


See Investment Company Act Release No. 7791/April 26, 
1973 
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LITIGATION 





Litigation Release No. 5861/April 23, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office announced that on March 14, 1973 in con- 
nection with U.S. v. Daniel X. B. Schwartz, et al. (72 
Crim. 597, S.D.N.Y.) United States District Judge Lee P. 
Gagliardi sentenced Melvin J. Kushel a public accountant 
from North Woodmere, L.|., New York to pay a $5,000 
fine and a maximum one year probation to terminate 
when the fine is paid on his plea of guilty to one count 
of Section 5 of the Securities Act. Ruth Saperstein of 
New York City was sentenced to pay a fine of $1,000 
and a maximum of one year probation to terminate when 
the fine is paid on her plea of guilty to one count of Sec- 
tion 10(b) of the Securities Exchange Act and Rule 10b-5 
thereunder. 


The principal defendant in this case, Daniel X. B. 
Schwartz a/k/a Dixbie Schwartz of New York City, was 
sentenced by Judge Gagliardi on March 16, 1973 upon a 
verdict of guilty on all counts to 90 days confinement in 
the Medical Center for Federal Prisons, Springfield, 
Missouri. At the end of that time Schwartz was sentenced 
to serve 5 years in a Federal Prison on each of 27 counts 
including conspiracy, mail fraud, securities registration 
and securities fraud to run concurrently, and 2 years ina 
Federal Prison on 1 count of Section 10(b) of the Securi- 
ties Exchange Act and Rule 10b-5 thereunder to run con- 
secutively with the other counts. Judge Gagliardi reserved 
the right to change or modify the sentence of Daniel X. 
B. Schwartz upon review of the Medical Center's report. 


For further information see Litigation Release Nos. 5425 
(June 12, 1972) and 5741 (February 13, 1973). 





Litigation Release No. 5862/April 23, 1973 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced that on April 18, 1973, the Honorable Hubert 
L. Will, Judge of the United States District Court for the 
Northern District of Illinois, at Chicago, entered an order 
of preliminary injunction against R. V. Clark-First of 
lowa Corp., a registered broker-dealer of Chicago, Illinois, 
prohibiting it from further violations of the Commission’s 
net capital rule. The order further prohibited the defend- 
ant from transferring, selling, assigning, pledging or other- 
wise disposing of the firm’s assets and property until 
further order of the Court except for disbursements for 
clerical assistance. The defendant consented to the entry 
of the order without admitting or denying the allegations 
in the Commission’s complaint which was filed on April 
18, 1973. 








Litigation Release No. 5863/April 23, 1973 


SEC v. NATIONAL BANK & TRUST CO. LIMITED, 
et al. 
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John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on April 17, 1973 a civil injunctive com- 
plaint was filed in the U.S. District Court at Detroit, 
Michigan, against National Bank & Trust Co. Limited; 
Emmanuel Levy, also known as Wayne Squibb, and also 
known as M.E.L. Agencies; Gerald G. Donsky, also known 
as Mel Lenny, and also known as M.E.L. Agencies; and 
Frank Blaney, also known as George Koffman. 


The Commission’s complaint and an amendment to the 
complaint filed April 18, 1973, allege that from about 
April 11, 1973, the defendants violated the anti-fraud pro- 
visions of the federal securities laws in the offer and sale 
of stock of American Telephone & Telegraph (“AT&T”). 
In connection therewith, the complaint and the amend- 
ment also allege that on April 11, 1973, the defendants 
rented office space in Detroit, Michigan, and on that day 
or the day after arranged for installation of telephones in 
such offices. Commencing on April 13; 1973, the com- 
plaint and amendment allege, the defendants, using various 
alias names, began telephoning doctors and dentists in the 
Detroit area. Further, according to the complaint and 
amendment, the defendants represented that they were 
connected with the “National Bank’’, which held and was 
offering for sale 200,000 shares of AT&T stock, in 100 
share lots, at a price about $2.00 per share less than the 
stock was selling for on the New York Stock Exchange. 
Individuals who expressed an interest in purchasing the 
shares thereafter received a “confirmation” of sale, with 
the name National Bank & Trust Co. Limited thereon, 
with Post Office Box address in Nassau, Bahamas, accord- 
ing to the complaint. 


The complaint and amendment also allege that in the 
offer and sale of such securities, the defendants omitted 
to state certain material facts to prospective purchasers, 
including, among other things, that: (1) National Bank & 
Trust Co. Limited, is not a chartered “‘bank”’ in the 
Bahamas and is a non-existent entity there; (2) National 
Bank & Trust Co. Limited has no connection with the 
National Bank of Detroit, a large and well-known banking 
institution located in Detroit, Michigan; (3) use of the 
name ‘National Bank’’, without more, was a deliberate 
contrivance to mislead prospective purchasers into believ- 
ing they were dealing with the National Bank of Detroit; 
and (4) the defendants had no connection with the Na- 
tional Bank of Detroit. 


U.S. District Judge Cornelia G. Kennedy, at Detroit, 
entered a Temporary Restraining Order against the defend- 
ants on April 18, prohibiting further violations of the 
anti-fraud provisions of the federal securities laws, as re- 
quested by the Commission. Judge Kennedy also ordered 
the defendants to appear before her on April 23, 1973 to 
show cause why a preliminary injunction should not be 
entered. 


Also on April 17, 1973 in this matter, defendants 
Emmanuel Levy, Gerald Donsky and Frank Blaney were 
arrested in Detroit by agents of the U.S. Postal Inspection 
Service, following the signing of complaints by a Postal 
Inspector alleging mail fraud, and the issuance of arrest 
warrants by U.S. Magistrate Barbara Hackett, also on 

April 17, 1973. The defendants were arraigned on the 
complaints that day, and jailed in lieu of $25,000 cash or 





surety bonds set for each by Mrs. Hackett. On April 18, 
1973, Mrs. Hackett appointed attorneys for each of the 
defendants; continued the above cash or surety bonds; 
but authorized a 10% cash deposit. When the defendants 
were not able to post the required cash deposit, they 
were again remanded to the custody of the U.S. Marshal. 
A preliminary examination has been scheduled by U.S. 
Magistrate Hackett for April 27, 1973 on the mail fraud 
charges. All of the defendants reside in the Toronto, 
Ontario, Canada area, and defendants Blaney and Levy 
are also citizens of Canada. 


The above actions were the result of a coordinated in- 
vestigation and cooperation between agents of the Com- 
mission; the U.S. Postal Inspection Service; the Michigan 
Corporation and Securities Bureau; and the Department 
of Justice Strike Force in Detroit. 





Litigation Release No. 5864/April 24, 1973 


The Securities and Exchange Commission announced to- 
day that Judge Oliver Gasch of the U.S. District Court 
for the District of Columbia has entered a Final Judg- 
ment of Permanent Injunction requiring VTR Incorpo- 
rated (‘““VTR’’), New York City, to file certain delinquent 
periodic reports, and financial statements thereto, on 
Forms 10-K and 10-Q with the Commission pursuant to 
the provisions of Section 13(a) of the Securities Exchange 
Act of 1934 (‘Exchange Act’’) and the rules and regula- 
tions thereunder. The Court also enjoined VTR from 
further violations of Section 13(a) of the Exchange Act. 
VTR consented to entry of the court order. 


The Commission also announced today that Judge Wil- 
liam B. Bryant of the U.S. District Court for the District 
of Columbia has entered a Final Judgment of Permanent 
Injunction requiring Met Sports Centers (‘‘Met’’), and its 
President, David Miller (‘Miller’), Forest Hills, New 
York, to file certain delinquent periodic reports with the 
Commission pursuant to the provisions of Section 13(a) 
of the Exchange Act and the rules and regulations there- 
under and enjoining Met and Miller from further viola- 
tions of such provisions of the Exchange Act. Met and 
Miller consented to entry of the court order. 


The Commission had filed complaints against such persons 
seeking mandatory court orders and injunctions on Febru- 
ary 1, 1973. For further details see Litigation Release 

No. 9980. 





Litigation Release No. 5865/April 25, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office of the United States Securities and Exchange 
Commission (‘“‘Commission’’), announced that on March 
21, 1973, the Honorable Lloyd F. MacMahon, United 
States District Judge, Southern District of New York, 
signed an order of permanent injunction enjoining Angela 
Deane & Company, Inc., (““Deane & Co.’’), 115 Broad- 
way, New York, New York and its president, Angela 
Deane (‘‘Deane’’), from violating and aiding and abetting 
violations of the net capital and financial reporting provi- 
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sions of the Securities Exchange Act of 1934 (‘Exchange 
Act’’). The injunction, issued in the United States District 
Court for the Southern District of New York, was con- 
sented to by the defendants. 


The New York Regional Office filed its complaint in the 
matter on February 26, 1973, charging Deane & Co. and 
Deane with violating and aiding and abetting violations of 
Sections 15(c)(3) and 17(a) of the Exchange Act and 
Rules 15c3-1 (Net Capital) and 17a-11 (Supplemental 
Notice and Reporting Requirements) thereunder. 





Litigation Release No. 5866/April 26, 1973 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission, announced today that on March 6, 1973 the 
Commission filed a Complaint in the U.S. District Court 
in New York City charging Custodian Security Brokerage 
Corp., a broker-dealer located at 79 Wall Street, New 
York, New York, and Gary Kirsner of Mount Vernon, 
New York, its president, with violating and aiding and 
abetting violations of the Commission’s net capital, books 
and records, and supplemental reporting requirements 
under Sections 15(c) and 17(a) of the Securities Exchange 
Act of 1934, and Rules 15c3-1, 17a-3, 17a-4 and 17a-11 
thereunder. In its Complaint the Commission requested a 
preliminary and permanent injunction enjoining the de- 
fendants from further violations of these provisions. 


On the same day, the Securities Investor Protection Cor- 
poration (“SIPC”) filed an application alleging that Cus- 
todian Security Brokerage Corp. has failed to meet its 
obligations to its customers and that such customers are 
in need of protection under the Securities Investor Protec- 
tion Act of 1970. In its application SIPC requested the 
appointment of a trustee for the purpose of liquidating 
Custodian Security Brokerage Corp. 


On March 7, 1973, upon the consent of the defendants, 
Judge Morris E. Lasker appointed Lyonel E. Zunz, Esq. 
of the firm of Guzik and Bookstein, located at 37 Wall 
Street, New York, New York 10005 as SIPC trustee. On 
March 27, 1973, Judge Lasker issued a permanent injunc- 
tion enjoining the defendants as requested by the Com- 
mission. The defendants consented to the entry of the 
permanent injunction without admitting or denying the 
allegations in the Commission’s Complaint. 


The National Association of Securities Dealers, Inc. of 
New York City assisted the Commission in its investiga- 
tion leading to the filing of its Complaint and the applica- 
tion of SIPC. 





Litigation Release No. 5867/April 26, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office, announced that on April 27, 1973 Maurice 
Minuto, 15 Hemingway Drive, Farmingdale, Long Island, 
New York pleaded guilty in the Federal District Court 
House in Manhattan to one count of criminal contempt 
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of an anti-fraud injunction obtained against him in 1967 
by the SEC. 


Minuto is the controlling stockholder, an officer and di- 
rector of Fibrothane Industries Corporation and Polymer 
Systems, Inc., formerly known as Long Island Plastics 
Corp. and Nylo-Thane Plastics Corp. Both are located at 
2121 Broad Hollow Road, Farmingdale, L.!., New York. 
The common stocks of both corporations are traded over- 
the-counter. 


For further information see Litigation Release Nos. 5559 
(October 5, 1972); 5535 (September 25, 1972); 3776 
(July 26, 1967); 3736 (May 31, 1967); 2811 (December 
1963); 2770 (October 24, 1963); and Securities Exchange 
Act Release Nos. 9737 (August 17, 1972); 9119 (March 
23, 1971); 8203 (December 8, 1967); 8089 (May 29, 
1967); 8065 (April 27, 1967). 





Litigation Release No. 5868/April 27, 1973 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission, 
announced today that Judge Harold R. Tyler, Jr. of the 
United States District Court for the Southern District of 
New York, entered Final Judgments of Permanent Injunc- 
tion against Eugene C. Sit (‘Sit’’) and James R. Jundt 
(“Jundt’’), two portfolio managers employed by Investors 
Diversified Services, Inc. (‘IDS’), a Minneapolis-based 
manager of seven mutual funds. The Judgments, which 
were entered with the consent of Sit and Jundt, arose out 
of the Commission's case against Lum’s, Inc. (now known 
as Caesars World, Inc.) and others, based upon the alleged 
transmission and use on January 8, 1970 of adverse, non- 
public (inside) information concerning projected earnings 
for Lum’s second fiscal quarter ended January 31, 1970. 
The Commission’s complaint alleged that IDS sold on be- 
half of the two mutual funds managed by Sit and Jundt, 
approximately 83,000 shares of Lum’s based upon the 
adverse information. 


The judgments were entered without Sit and Jundt ad- 
mitting or denying the Commission’s allegations and they 
permanently enjoin Sit and Jundt from using material, 
non-public corporate information, with respect to any 
securities, in violation of the anti-fraud provisions of Rule 
10b-5 promulgated under Section 10(b) of the Securities 
Exchange Act of 1934. 


On November 9, 1972, a Final Judgment of Permanent 
Injunction was entered with the consent of IDS enjoining 
IDS, its officers, agents and employees from recommend- 
ing the purchase or sale of any security issued by Lum’s 
in violation of the anti-fraud provision of Rule 10b-5 
promulgated under Section 10(b) of the Securities Ex- 
change Act of 1934. The Judgment also directed IDS to 
implement and supervise a statement of policy with re- 
gard to the receipt and use of material information. The 
policy statement provided that, among other things, 
whenever an employee receives material information about 
a company which he knows or has reason to believe is 
directly or indirectly attributable to such company (or its 
insiders), he must determine that the information is public 
before trading or recommending trading on the basis of 
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such information or before divulging such information to 
any person who is not an employee of IDS or a party to 
the transaction. 


Mr. Moran announced that Sit and Jundt have filed ap- 
plications with the Commission seeking an Order of 
Permanent Exemption from the provisions of Section 

Q(a) of the Investment Company Act of 1940 in connec- 
tion with the above permanent injunctions. The Act pro- 
hibits 1DS from having in its employ as investment advisers 
for the mutual funds, persons subject to an injunction. It 
was also announced that the Commission has issued an 
order temporarily exempting Sit and Jundt, from the pro- 
visions of Section 9(a) pending final determination of the 
applications, thereby permitting Sit and Jundt to continue 
to service the mutual funds under their control. 








ANNOUNCEMENT 





Allan S. Mostoff, Director, Division of Investment Man- 
agement Regulation, announced the following personnel 
changes in the Division. 


Burton M. Leibert has been named Special Counsel in the 
Office of Compliance. In that capacity he will concentrate 
on the Commission’s program of regulation under the In- 

vestment Advisers Act of 1940. 


Mr. Leibert joined the Commission in July of 1969 as an 
attorney with the Division of Trading and Markets. In 
March 1971 he transferred to the Division of Corporate 
Regulation and with the reorganization of August 1972, 
Mr. Leibert remained with that part of Corporate Regula- 
tion which became the Division of Investment Manage- 
ment Regulation. In January 1973, he was designated 
Acting Special Counsel in the Office of Compliance. 


John S. O’Toole has been named Special Assistant to the 
Director. In that capacity he will report to the Office of 
the Director on the administration of all phases of the 
Division’s activity in addition to maintaining overall ad- 
ministrative responsibility for the management of the 
processing units under the Office of Applications and 
Hearings. 


Mr. O'Toole joined the Commission in September of 
1939. His career took him from Clerk-Stenographer to 
Financial Analyst to Branch Chief in the Division of Cor- 
porate Regulation. 
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— sec publications — 


Because of increased volume, staff limitations, and rising costs, | 
the SEC has discontinued maintenance of its free mailing lists. 

Only those companies and persons registered with the Commission 

under the various Acts will continue to receive copies of individual 
releases pertaining to rule proposals and rule changes under the | 
Acts for which they are registered. The following publications issued 

by the SEC are designed to keep interested members of the public | 
informed about various aspects of Commission business. 


NEWS DIGEST A daily report of Commission announcements, decisions, 
orders, rules and rule proposals, current reports and applications 
filed, and litigation developments. ($33.00 per year) 


SEC DOCKET A weekly compilation of the full texts of SEC releases | 
under the following Acts: Securities Act, Securities Exchange Act, 

Public Utility Holding Company Act, Trust Indenture Act, Investment 
Advisers Act, and Investment Company Act. Also included will be the 

full texts of Accounting series releases, corporate reorganization 

releases, and litigation releases. ($17.00 per year) 

STATISTICAL BULLETIN A weekly publication containing data on odd 

lot and round lot transactions, block distributions, working capital 

of U.S. corporations, assets of noninsured pension funds, 144 filings, 

and 8K reports. ($17.00 per year) 


OFFICIAL SUMMARY A monthly summary of securities transactions and 
holdings of officers, directors, and principal stockholders. ($14.50 
per year) 


Subscriptions to the above publications must be placed with the 
Superintendent of Documents, Government Printing Office, Washington, 
D.C. 20402 


SUBSCRIPTION ORDER FORM 
ENTER MY SUBSCRIPTION TO 
@ $. OAdddd § SEES Séffor foreign mailing. No additional postage is required for mailing within the United 
States, its possessions, Canada, Mexico, and all Central and South American Countries except Argentina, Brazil, British Honduras 
French Guiana, Guyana, and Surinam. For shipment to all other foreign countries include additional postage as quoted for each 
periodical or subscription service. 

Send Subscription to: 
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